97-84029-18 

U.S.  Congress.  House 

Consolidation  of 
competing  teleplione... 

Washington 
1921 


MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVAflON  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -  EXISTING  BIBUOGRAPHIC  RECORD 


8 


Houw,f  ^^^^  Oommitte^-jiMt^" 
(Wi    

1^1113  of  the  traiisportation 

^^^9^  ^  ^f'  1921      ?  IfeBhir^cm^oW 

■       ■  ■  ;  '  ■  . 


RESTRICTIONS  ON  USE: 


R^xoducttonsmaynotbemade  without  permission  from  Columbia  University  Ubraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:       35  r^m       REDUCTION  RATIO:  //.'/ 


IMAGE  PLACEMENT:  lA 


IB  113 


DATE  FILMED:  L-ll-^l 


INITIALS: 


TRACKING  #  : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


CONSOLIDATION  OF  COMPETING 
TELEPHONE  COMPANIES 

JOINT  HEARINGS  ^ 

BEFOBE  THE 

COMMITTEES  ON  INTEBSTATE  COMMEECE 

CONeRESS  OF  THE  UNITED  STATES 

SIXTY-SEVENTH  CONGRESS 

FIBST  SESSION 
ON 

S.  1313 

A  BILL  TO  AMEND  SECTION  407  OF  THE 

TRANSPORTATION  ACT  OF  1920 


MAY  9,  1921 


jPrinted  for  the  use  of  the  Committee  on  Inteistate  Commerce 


WASIIINdTON 
GOVRBNMENT  PUINTING  Oli'FlCE 
i021 


MEMBERS  OF  THE  JOINT  SUBCOMMITTEE. 


Sbnatobs. 

ATLEB  POMBBBNB,  Ohio,  Ch«tima%. 
ALBERT  B.  CUMMINS,  Iowa.  CHABtBS  B.  TOWNSEND,  HlehiRiii. 

BBPRMSMTATnrXS. 

WILLIAM  J.  GRAHAM,  Illinois,  Chairman. 
JOHN  G.  COOPER,  Ohio.  OKORGE  HUDDLESTOJ^^^ 

HOMER  HOCH,  K;nsas.  HABHY  B.  HAWE8,  MI»ouri. 

2 


CONSOLIDATION  OF  COMPETING  TELEPHONE  COMPANIES. 


MONDAY,  MAY  8,  1921. 

Joint  Committke  on  Interstate  Commerce  of  the  Senate 

AND  Interstate  and  Foreign  Commerce 
OF  THE  House  of  Representatives, 

}yasJimgton,  D.  C. 

The  joint  committee  met,  pursuant  to  call,  at  10  o'clock  a.  m., 
in  committee  room,  Capitol,  Senator  Atlee  Pomerene  presidmg. 
Present  on  behalf  of  the  Senate  subcommittee:  Senator  Pomerene 

and  Senator  Cummins.  .  ^ 

Present  on  behalf  of  the  House  subcommittee:  Kepresentative 
C^aham,  Representative  CJooper,  Representative  Hoch,  and  Repre- 

s^tative  Huddleston.  . 

Senator  Pomerene.  The  joint  committee  has  met  this  mornmg  to 
consider  bill  S.  1313,  introduced  in  the  Senate  on  April  28,  1921, 
widdi  biH  is  as  fdOoiro: 

A  BILL  ToamwdaBetiqn  WoiaioteWMportmtlonactqiMift. 

Be  it  enacted  by  the  Senate  and  House  of  Representutives  of  the  United  StaUs  of  Ama^ 
in  Congress  a^embled,  That  section  407  of  the  tnaaportsttw  act  of  1920  be,  and  18 
hereby,  unendad  by  adding  thereto,  next  puagn^  7  tberoo^  aaGtber  paiagniMi, 
heioby  designated  as  paragraph  7a,  as  follows:  .  • 

7a  The  commission  shall  also  have  power  and  authority,  to  the  extent  hereinafter 
provided,  upon  application  by  any  telephone  company  or  companies  subiect  totMs 
act,  to  authorize  and  approve  the  acquisition  by  a  telephone  company  of  the^^e 
or  any  part  of  the  property,  or  <rf  the  control  of  any  other  such  company  either  by 
consolidation,  by  the  purchase  of  securities  (as  defined  in  paragraph  2.  section  439, 
of  the  transportation  act  of  1920)  or  property  by  lease  or  m  any  other  manner.  1  he 
application  therefor  shall  first  be  filed  with  the  public  service  commiBsion  or  ot^er 
rcKulatory  bodv,  if  any,  created  by  the  law  of  any  State  having  ]unB<hctionm  tlM 
premises,  and  after  the  consent  of  such  State  authority  has  been  granted  thereto  and 
not  otherwise  the  said  application  may  be  submitted  t»  the  commission  in  such  manner 
as  it  may  prescribe.  In  case  there  is  no  such  State  commission  or  other  regulatory 
body  having  jurisdiction  in  the  premises,  any  telephone  company  desinng  such 
acquisition  may  make  application  therefor  to  the  commission  for  its  autbonty  and 
approval  thereon.  In  such  case  the  commisdon  shall  issue  a  notice  io  the  governor 
of  each  of  the  States  iii  which  the  physical  property  affected,  or  any  part  thereof  is 
situated  and  to  any  other  persons  as  it  may  deem  advisable,  of  the  time  and  place  for 
the  public  hearing  on  such  application,  and  thereupon  shall  hear  and  consider  said 
application  and  the  facts  applicable  thereto).  In  a  case  instituted  before  it  by  either 
of  the  above  methods,  if  the  commission  shall  find  that  the  proposed  transaction  will 
be  in  the  public  interest,  it  shall  enter  an  order  approving  and  authorizing  the  acqui- 
sition, Mid  thereupon  the  pro\'i8ion8  of  paragraph  8  of  this  section  shall  extend  to  the 
telephone  companies aBected  by  such  order.'* 

I  think  we  are  ready  to  proceed  to  hear  witnesses  who  wish  to 
make  statements  in  regard  to  this  bill.    Who  will  be  heard  first  ? 

Kepresentative  Gbaham-  Mr.  Chairman,  I  have  here  a  list  of  names 
that  these  gentlemen  have  presented.  I  imagine  that  on  account  of 
the  shortness  of  time  they  had  better  call  their  most  miportant 
witnesses  1 

Senator  Pomeeene.  I  think  so. 
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Representative  Graham.  Who  do  you  want  first,  Mr.  Stevens? 

Mr.  Stevens.  Senator  Willis  would  probably  like  to  be  heard  first. 

Senator  Wti.us.  Inasmuch  as  our  time  is  rather  short  perhaps  we 
better  hear  these  gentlemen,  and  I  can  talk  any  time  after  they  have 
finished.  I  am  interested  in  this  bill,  but  suggest  that  you  call  the 
o-entlemen  wliose  names  have  been  fm-uished,  some  of  whom  have 
traveled  quite  a  distance  to  make  argument  on  the  bill,  and  I  can  be 

heard  later.  ,       .        i    ^    i.  xi, 

Senator  Pomerenb.  Then  the  subcommittee  is  ready  to  hear  the 

first  witness. 

STATEMENT  OF  MR.  F.  B.  MacKINNON,  CHICAGO,  ILL.,  PRESI- 
DENT THE  UNITED  STATES  INDEPENDENT  TELEPHONE 
ASSOCIATION.  ., 

Mr.  MacKinnon.  Mr.  Chairman,  and  gentlemen  of  the  committee, 
I  am  speaking  for  the  independent  group  of  the  telephone  industry, 
taking  that  group  as  a  whole.  , 

Senator  Pomerene.  In  contradistinction  to  the  Bell  system  < 

Mr.  JkL\cKiNNON.  In  contradistinction  to  the  Bell  systeni.  The 
independent  group,  as  we  use  the  term,  co^'ers  those  companies  that 
are  not  owned  or  controlled,  either  directly  or  indirectlj,  by  the 
Bell  Co.,  or  anv  company  in  the  Bell  system.  '       '  _ 

We  are  interested  in  this  bill  because  it  provides  a  procedure  which 
we  think  desirable  and  necessarv.  The  independent  telephone  com- 
panies of  this  country,  numbering  some  8,000,  include  such  companies 
as  the  Ohio  State  Co'.,  which  is  the  largest,  down  to  many  small  rural 
companies  which  operate  in  the  crossroads  communities  of  the  country. 

These  8,000  independent  telephone  companies  operate  some  15,000 
smtchboards,  or,  more  correctly  stated,  they  operate  switchboards 
in  some  15,000  localities,  because  some  of  the  larger  companies  oper- 
ate more  than  one  switchboard  in  a  town.  ,  i  j 

The  Bell  Co.  operates,  in  round  numbers,  6,000  switchboards. 
The  majority  of  the  subscribers  to  the  BeU  system  are  mcluded  in 
the  12  largest  cities  of  the  United  States.  . 

Our  companies  cover,  territorially  speaking,  the  largest  portion  of 
the  country.  We  furnish  terminal  facihties  for  the  toll  lines  not 
onlv  of  our  own  systems,  but  of  the  Bell  Co.  throughout  the  smaller 
towns  and  cities  of  the  United  States.  Therefore  we  are  interested 
in  whatever  is  done  ift  connection  with  adjusting  the  telephone 

situation.  , 

I  do  not  think  it  is  necessary  for  me  to  recall  to  the  minds  ol  tne 
members  of  the  committee  the  telephone  situation  in  this  country 
some  15  or  16  years  ago,  at  which  time  the  competitive  fi^ht  between 
independents  and  the  Bell  had  reached  its  height.  But  I  think  you 
will  recall,  all  of  you,  that  at  that  time  in  the  majority  of  the  cities 
and  towns  of  the  United  States  there  were  in  operation  duplicate 
exchanges.  About  that  time  public  sentiment,  which  in  the  end 
always  prevails,  reached  the  point  where  the  people  said:  ^We  do 
not  want  any  longer  to  have  two  exchanges  in  our  town." 

Both  groups  of  the  industry,  the  independents  and  the  Bell, 
realized  that  pubhc  sentiment  had  reached  that  point,  and  from  that 
time  on  there  has  been  an  endeavor  to  readjust  conditions  and 
rearrange  matters  to  meet  public  sentiment  and  to  protect  the 
investmeats  in  these  properties. 
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Therefore,  m  speakmg  to  you  to-day  I  am  speaking  as  the  representa- 
tive in  a  national  sense  of  those  men  who  feel  the  responsibility  and  have 
felt  the  responsibility  for  some  tune  to  yielding  to  public  sentunent,  m 
foUowmg  pubhc  sentunent,  in  tue  matter  of  protecting  mvestments 
in  these  properties.  PubUc  sentiment  crystallized,  along  about  1910, 
m  the  regulation  of  public  utilities  by  State  and  Federal  authorities, 
especially  so  far  as  the  telephone  busmess  was  concerned. 

You  will  find  upon  investigation  that  from  the  year  1910  to  the 
year  1913  tlic  majority  of  the  State  public  service  or  railroad  com- 
missions, whatever  be  their  title,  were  created;  and  aU  of  those  com- 
missions were  given  authority  over  telephone  companies  except  m 
three  States— Texas,  Iowa,  and  Delaware;  Delaware  not  havmg  a 

commission.  ,         .         .  i 

Senator  Pomerene.  Do  they  have  any  authority  to  control  pnces 

in  those  three  States  of  which  you  speak? 

Mr.  MacKinnon.  Not  in  those  three  States. 

vSenator  Pomerene.  How  are  prices  there  controlled? 

Mr.  MacKinnon.  In  Texas  rates  and  service  are  under  the  control 
of  the  municipalities.  In  Delaware  certain  municipalities— -for  in- 
stance, Wilmington— have  control  over  rates  and  service  of  the  utili- 
ties within  those  communities.  In  Iowa,  except  in  a  few  isolated 
instances,  there  is  no  control  over  rates  and  service  other  than  by  the 

mimicipality  or  the  city.  -      ,  ,  ,  ^  i.  u 

Senator  Pomerene.  Iowa  ought  to  be  regulated,  1  should  say. 

Senator  Cummins.  We  are  regulated  to  our  heart's  content.  Pub- 
lic utilities  there  are  simply  operatmg  under  franchises  or  contracts 
made  with  the  municipalities.  ^  .  . 

Mr.  MacKinnon.  Many  of  these  pubhc-service  commissions  exer- 
cise control  or  influence  not  only  over  the  rates  and  service  but  over 
the  consolidation  and  transfer  of  property.  Smce  that  tune,  as  1 
have  already  stated,  there  has  been  a  constant  endeavor  on  the  part 
of  those  interested  in  the  properties  to  readjust  conditions.  Tim, 
however,  has  not  been  carried  on  in  any  systematic  or  country  wide 
or  even  State  wide  manner.  The  plan  has  been,  at  least  m  many 
States,  that  whichever  company  was  the  majority  company  would 
take  over  the  minority  exchange,  and  that  has  resulted  quite  fre- 
quently in  having  in  one  county  a  Bell  exchange,  and  m  the  next 
county  an  independent  exchange,  and  in  the  next  county,  perhaps, 
a  Bell  exchange,  and  still  further  on  an  independent  exchange. 
Therefore  under  this  unsystematic  plan  in  many  States  contiguous 
territory  is  not  operated  bV  the  Bell  system  or  the  mdepeiidents. 

In  other  States,  such  as  Minnesota,  both  groups  were  represented 
by  lar^e  companies,  and  an  adjustment  was  made  by  which  certain 
Bell  exchaiK-es  in  the  southern  half  of  the  State  were  turned  over  to 
the  independents  and  m  the  northern  half  of  the  State  the  exchanges 
of  the  independent  companies  w  ere  taken  over  by  the  l^eU  Oo. 

In  many  States  tlie  situation  lias  been  that  the  Bell  t/O.  has 
disposed  of  its  property  m  most  of  the  towns  to  the  mdependent 
conipanies.  That  is  tlie  situation  in  the  State  of  Ohio,  where  over 
60  per  cent  of  the  territory  is  covered  by  noncompetitive  mdependent 

^^fiX^gentlemen  of  the  committee,  as  I  have  already  stated,  this 
has  not1)een  done  in  a  systematic  way  but  by  an  admstment  of  each 
local  situation  as  tiie  economic  needs  and  demands  of  the  people 
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rv,«rip  it  npcessarv  under  that  unsystematic  plan  we  have 
^^LtS  t-ipeSe  conditions  so  tar  as^dupUcat*  esch-^.  »n. 
nnnrprnfid  in  most  of  the  States  of  the  country.    ^  ^  ^ 

'"Kwa  to  which  you  referred  a  whUe  a^--  Senator  Pc^enB 
♦>i«rp  is  nracticallv  no  competition  in  exchanges.    Ihere  are  noi 
m^e  thaS  h^  a  Hozen  duplicate  exchanges,  and  those        ^  ^ 
Serc^munities.  The  same  conditions  exist  in  Kansas,  NeWka, 
S  SourDakota;  also  in  Texas,  where  the  ^^-f -^^^^^^^^^ 
panics  have  taken  over  pracUcaUy  aU  of  the  dupUcate  exciiange 

P^^Butthis  process  of  readjustment,  as  I^ave  indicated  to 
left  us  with  properties  that  are  scattered,  and  has  left  the  iSe^  J^; 
idth  pi^ertTes  t^^^^  are  scattered;  and  m  response  to  the  PubUc 
^^ntii^Sffor  better  service,  as  well  as  in  response  to  financial^^A^ 
tions  which  at  this  time  are  not  very  good,  we  find  it  necessary  lo 
mTe'  ^me  reirTgement  m  many  States  between  ourselves  anrf  the 
Bdl  c^aiiS^  We  find  that  in  order  for  our  companies  t«  t^e 
o^r  ^^?rterritory  and  operate  it  efficiently  we  must  say  to  the 
over  ^^^t^^liy^"  J  to  take  over  some  of  our  exchanges  in 
^th^'parfof The  State,  or  in  an  adjommg  county,  and  we  wJl 
X  ove?Tour  exchange  at  the  pomt  or  pomts  where  conditions 

"^f 'ni^hf  Ikpl'^^  for  the  benefit  of  our  ^^of^oUersj^^^^ 
bou^  maintam  in  the  industry  the  investment  that  ^s  . ^ow  thwe, 
W^e  l  aT  sorry  to  say,,  there  is  no  new.  money  ^eek-g^^^^^^ 

rSs^ffi  o^K  ^^I^X 

S  &JSs^^n?;^S^es  t^^prSe^?« 
^vStoL  anS  A  protect  our  investment,  as  well  as  protect  the 

^""^nltor  Cummins  When  you  speak  of  the  Bell  Co  do  you  me^ 
thX^IcSrTelephone';&  Tefegraph  Co.,  or  aU  of  the  companies 

^^c'lSiK^TS  V- of  the  companies  co^^olled  by  th.t 
company.   Their  entire  subsidiary  company  system.    Ihe  BeU 
3m  M  composed  of  145  subsidiary  companies   all  of  the  sub- 
compa^being  under  the  Amencan  Telephone  &  Tele- 

^'"^nator  Cummins.  All  of  them  controUed  by  the  American  Tele- 
phone &  Telegraph  Co.  1 
ti^°^s  l^^^  Senator,  not  a  member  of  tMs  com- 

tiSit  the  Beff  Co.  ran  the  whole  thmg.    1  want  to  know  whether 

'^it'l^IZr^itlT^uided  statement  made  every 
on^in^ff  TheTrts  nobody  so'independent  as  -  indepen^^^^^ 
SSne  man.  If  he  had  not  been  very  independent  he  never 
wmSd  h^vr^ne^to  the  telephone  business  and  made  the  fight 

wLft  make  this  statement  so  that  it  may  be  made  clear  in 
the         of  ^^tommitm.  In  i«acticaUy  all  our  exchanges-that 
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1,  ,5,000  exchanrtTo\rn^^^^^ 
^  TTt  "rXlems^^^^^ 

tinned  all  these  years  m  the  «P^^*J'^^*?.^^  "We  want 

have  reached  the  pomt  where  they  ^  sayi^  f^ain  sense  be 
some  rearrangement  m^^e  so  that^we^^»^«^ 

reUeved  of  the  load  we^^^^^^f^f  ?f ^ti^Tf  independ^t  com- 
those  companies  to-day.    A  tie^e  is  ^   ^  companies  operate 

nanies  by  the  Bell  Co., .and  these  mdepenaeni      ^  ^»^^^^^_ 

Lme  15,000  ^ontfof  dTcSS  S kflW^thJBeU Co. 

They  are  not  under  the  control,  d  otatio^  o^  maintain 
Firther  answering  your  J^f/^,^,^'-^ 

that  competition  in  the  te^P^^.^^^^^^^^HhTt  go«« 
operating  two  exchanges  m  a  town,  Dut  inai,  v  in  use  of 

f£.ther.  ^  We  have  competition  ^  JJ^«^f|,Sr  oSS^^g  methods 

equipment.  The  m^^^P^^^g^t.t  than  ttie  bS,  have 
are  Sore  economical  and  etticient  ^hau  t^^^™  e««i0iiiy 
some  contentions  that  they  make  as  to  the  efficieocy  » 

of  their  operations.  Qfotps  where  rates  are  controlled 

Senator  Pomerene.  In  those  theo- 
bv  public  utiUty  commissions,  or  some  o^^^^^^™"  ' 
Kly  there  is  no  competition  m  service,  is  th«e« 

^?h  the  financial  conditions  now  existmg. 

to  rebuild  properties.  consolidation  of  those  e<Hn- 

p»l=ptcan  -  -^^^^ 

great.   I  should  say  that  80  P^rce""  »' '    f  omerene,  him  no  «m- 

ffily"£rJt.bouT20  per  cent  of  dupUoation. 

POMEBBKK  I  thmk  that  .s  r^ht_  ,„bscriber. 
U.V^^^^'^'^^o^  -^^rL.  reach  people  on  tb. 

It  .Iways  l»ppens  that  the  n»n  yo«  «nt  to 


8'     consoijDiOTQir  m  fxmsMXisG  isL^uQm  companies, 

Mr.  MacKwhon.  Yes,  sir;  I  am  aware  of  that. 

Representative  Gbaham.  That  is,  they  have  held  that  while  they 
can  not  force  a  combiaation  of  the  companies  m  some  cases,  yet  they 
have  ordered  a  physical  connection  between  ihe  exchanges  m  the 
s^e  town  which,  of  eoiurse,  practi«aUy  destt^yB  the  property  of  one 

""^m.  S^cKiNNON.  That  is  the  case.   There  are  a  number  of  States 
which  have  physical  connection  laws,  so  called,  which  give  _  the 
public  service  commissions  authority  to  reqime  that  at  this  tune 
fee  inevitable  result  is  that  one  or  other  of  the  exchanges  is  ruined 
by  that  sort  of  process.   And  it  is  .this  condition  whicfi  is  foreseen 
and  has  brought  about  a  reouest  to  me,  ^^nd  I  think  to  Representative 
Graham  from  Illinois,  on  tie  part  of  the  Illmois  Indgendent  Tele- 
phone Association,  through  tW  general  counsel.  Senator  O  ^ 
fearry,  that  this  sort  of  procedure  be  provided  so  W.to  enable  these 
competitive  points,  these  dupUcate  Bointe,  to  be  ehminated  before 
everV  State  has  to  endure  tiirhardsfdp  of  such  physical  connection 
as  the  Illinois  Public  Service  CJommisaon  has  ordered  m  several  cases. 
Representative  HuDDtBSTON.  Hew  does  it  rum  an  exchange? 
Mr  MacKinnon.  H  an  exchange  which  is  now  operatuig  success- 
fully is  obliged  to  give  up  its  entire  toU  system  and  ^^s  <5onnections 
to  another  exchanle  in  the  same  town  and  which  has  no  mone> 
invested  in  that  toll  system,  it  may  be  that  tha  o^^^f  JJ^^J^^-^f ' 
reason  of  being  given  the  use  of  the  public  toll  fJ^tem  of  its  com- 
petitor, can  taki  away  the  subscrib««  of  the  other  exchange.  It 
results  to  the  detriment  of  one  or  the  other  ahnost  invariably. 

Resuming,  we  therefore  are  anxious  that  there  should  be  some 
procedure  established  which  will  provide  a  Federal  authonty  to  pa^ 
upon  our  transfers  and  mergers  of  telephone  properties  so  »s  to  giver 
afi  our  companies  who  may  deare  to  do  so  this  clearance^  from 
Federal  laws,  about  which  tKere  is  now  constant  doubt.  Andthat 
is  our  reason  for  appearing  before  you  and  approvmg  the  purpose  oi. 

^^lenLv  POMEKBNE.  In  brief  your  position  is  that  by  8U^  com^^ 
dations  you  can  give  better  service  at  less  expense  to  f  ^  subscnbOT, 
that  it  4ill  be  easier  to  finance  one  system  than  it  is  to  toance  two 
svstems  in  a  community;  that  it  wiU  do  away  largely  with  the  ove^ 
head  expenses  of  the  two  systems  by  requiring  oR^yJlj^ 
expense  of  one  system ;  and  that  each  subsmber  wiUjet  the  same  of 
bXi  service  with  one  instrument  in  Ws  hoiise  or  oflfce,  than  he  can 
with  two.  It  would  also  be  less  expensive  to  the  snbscnbers  and  th* 
companies  ? 

Mr.  MacEjnnon.  That  is  true.  ,  ,  ,  .  , 
Senator  Pomerene.  What  are  the  other  advantages  i 
Mr.  MacKinnon.  There  is  just  one  other  advant^e  ^  ^hmk 

of  that  vou  have  not  named,  and  that  is  the  »dvantoge  I  have  spokeft 
of,  which  will  permit  us  to  readjust  territory  so  as  to  enable  us  to  give 

better  service  to  the  public.  .  ,  «K;a/.HAn» 

Senator  Pomerene  Will  you  state  m  brief,  what  the  objections 
orp  tn  '^iioh  consolidation  as  you  have  heard  them  staieai  . 
''m.  !LcK™  The  onl^  objection  I  have  heard  anvone  raise  to 
tbis  proposition  is  the  danger  that  it  might  give  f  f,  ?f 
control  of  the  industry,  f  hat  is  a  danger  f 
nothing.   From  our  standpomt  we  do  not  consider  it  a  danger. 
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-^^.Z^^^TX^'u,  ^  upon  con^oUdation 
"'^cSoTK;  W«Baer  the  ^rtation  a.t  o£ 

"sLtor  WmJB.  Do  they  h*«>  authority  to  pass  upon  consolida- 
tion of  express  companies  1 

'"Mr'&'^^r^'  sir-  it  requires  that  before  an  application 
sy^flt^TiUlk^^l^/o^^r^  Commission  .t  shaU  be 

■"^^n^atS^rft^^^wt^w 

?r         inK     "  ^  p-p-''  - 

«'!Sr%^KSrS°T»tf  &e^  ought  to  be  that  qualifying 
Statement  made  m  regard  to  that  matter  member  of 

exchanges  f  a  sm^town.  ^^^^^^,*;^^y\nv  question  about 
members  of  the  committee,  mere  ^.^  ""1  A:  \  tolpnhone  exchdn^^e, 
that;  the  difficulty  here  »OMof™.s4ct»n^^^^^^^^^  . 

properly  spealu^-snot^^tto  ^^^^^^  ^^^^.^^  ^.j,;, 

I  agree  ^at jre  are  m  miderstood  that  you  can 

'f-t  :i«r/o 
s^ei'iSus's.rrs^^^ 

regai'd  to  this  bill. 
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Mr.  MacKinnon.  That  point  I  am  going  to  ask  Mr.  Stevens  to 
diaeuss.  It  is  a  jurisdictionaL  point,  which  I  think  an  attorney  ahonia 
discuss.  But,  speaking  as  a  layman  and  not  as  an  attorney,  we  have 
felt  that  the  control  exemsed  by  the  State  regulatory  bodies,  where 
they  have  absolute  control  over  rates  and  service,  gives  that 

Sena  tor  CmoDNS.  I  agree  with  you  about  that.  You  have  men- 
tioned Iowa.  It  has  no  regulatory  commission  as  far  as  telephones 
are  concerned.  A  short  while  ago,  a  few  years  ago  at  least,  we 
had  two  telephone  systems  in  Des  Moines,  as  an  illustration,  tbe 
Bell  system  and  the  Mutual  Telephone  Co.  Both  were  large  systems, 
because  they  supplied  the  needs  of  a  city  of  100,000  people.  A 
consolidation  took  place,  as  you  know,  between  the  Mutual  and  the 
Bell,  and  we  have  now  but  one  system,  which  I  thmk  is  very  satis- 
factory to  all  the  people  of  that  city.  But  it  seems  to  me  the  sug- 
gestion that  those  two  telephone  companies  should  have  been  re- 
quired to  come  to  the  Interstate  Commerce  Commission  m  order  to 
get  authority  to  make  the  consolidation  would  have  meant  an  appeal 
to  a  jurisdiction  or  tribunal  that  has  no  power  over  them  at  all.  1 
have  found  some  difficulty  in  reaching  the  conclusion  that  the  Intw- 
state  Commerce  Commission  ought,  under  any  circumstances,  to 
attempt  to  repeal  the  antitrust  laws  so  far  as  those  two  compMiies 
are  concerned;  I  do  not  believe  it  was  a  violation  of  tile  antatrust 
law,  mark  you,  and  I  think  the  consolidation  was  enturely  vahd,  but 
that  is  the  point  in  my  mind  in  regard  to  this  biU. 

Mr.  MacKinnon.  Mav  I  not  ask  if  the  Interstate  Commerce  Com- 
mission could  control  the  interstate  service  m  and  out  of  Dm  Moines  1 
Senator  Cummins.  Yes;  it  can  control  that,  but  the  mteretate 
service  in  and  out  of  Des  Moines  is  negligible  as  compwed  ^t^  tne 
local  service,  the  intrastate  service.  It  has  been  held,  and  tliere 
seems  to  be  no  dispute  about  it,  that  the  Interstate  Commerce  Com- 
mission  can  not  control  rates  and  practices  of  an  exchange  sunply 
because  the  exchange  may  be  connected  with  an  mterstate  sernce 
or  a  toll-line  service  and  now  and  then  does  mterstate  busmess.  But 
it  can  control  interstate  business,  of  course.  i.        •  *     *  * 

Mr  MacKinnon.  It  seems  to  me  that  even  though  tbe  mterstate 
business  is  a  very  small  part  of  the  busin(5ss  of  the  exchange,  yet  to 
that  extent,  to  the  extent  there  is  any  control  to  be  exercised  by 
Federal  authority,  we  cover  that  control  by  this  measure.  1  wouW 
like  to  have  Mr.  Stevens  discuss  that  pomt  for  the  benefit  of  tHe 
committee  because  it  is  more  of  a  legal  point.  Mr.  Reber,  one  of  our 
representatives,  from  St.  Louis,  has  a  condition  somewhat  smular 
to  yours.  The  St.  Louis  exchange  operates  in  St.  Louis  and  also  m 
East  St.  Louis.  We  have  a  great  deal  of  busmess  there  which  is 
purely  an  exchange  business. 

Senator  Cummins.  It  may  be  somewhat  similar,  and  m  such  a 
case  the  Interstate  Commerce  Commission  tould  undoubtedly 

l^ckiNNON?  I  think  that  concludes  my  statement,  gentlemen 

of  the  committee.  ^    ^  ,         r         ■  ■  4. 

Senator  Pomerene.  Do  any  of  the  members  of  the  jomt  com- 
mittee wish  to  ask  any  questions  ?  • 
Bepi«sentative  Huddleston.  I  would  like  to  ask  a  few. 


OONSOUDATION  OF  COMPETING  TELEPHONE  COMPANIBS.  11 


"'Ee^"ye  Gkah^.  to.  Huddlestoa,  o£  our  conmuttee,  w«»te 
to  ask  a  few  questions. 

Senator  Willis.  Oh,  I  beg  pardon.  Hnddleston 

^&''tt!?OK."'?™e'^"t  1,000  cities  ^  a«  Cmt«i  SUt» 

™Se^^«°H^^^.  That  does  not  necessarily  me» 
competition.  ^    .     , ,  ,  i 

P'-  where  you  ^.w 

ihat  actual  competition  exists  ? 

^••^^  SiSS"  There  are  some  places  in  your  State,  and 

service  commission. 
^pJSShSUon  That  does  not  ne««arily  i»ply 

Uiey  are  in  a  position  to  serve? 
ipJJS  hSe^k.  I  w«  carious  t«  know  whether  there 

"wTlu^^TI^rihink  there  is  in  the.  sense  that  we 
Mr.  f^^^f^f-J-^^n    That  matter  is  practically  regtilated 
formerly  owd  ™«f3^^i^  this  rule  of  the  State  commission 
by  the  regulatory  t^an  is 

^"'".'T.K  '°Z-^A.^eXit^S^rt''i"'»"°"°'  °f  competition, 

RepresentoUve  Hoiwul^N.  M  ^ 
'''''tl'^'Sdt^J^S''  Yiu  p™^?e  now  by  to  b^l  to  recog- 
rz^'fhe'f  r*aLrffi.t^  pfib£t/.f  oo-apet^fon  under  present 
economic  and  social  comdifaons  I 

Mr.  MacKinnon.  That  is         ^^^^^2'^^      Mr  Graham,  you 

ao»nWJ?^^5SiSr  "^^""^ 

rates  for  telephone  service  in  DanviUe,  Dl.,  do  youj 
Mr.  MacKinnon.  No,  sit. 
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Representative  Graham.  In  connection  with  that  matter,  Senator^ 
I  might  say  this:  Has  not  the  Interstate  Commerce  Commission  been 
recognized  as  having  some  power  over  intrastate  railroad  service  ? 

Senator  Cummins.  Yes;  over  intrastate  business  done  by  interstate 
railroads. 

Representative  Graham.  It  might  apply  to  a  telephone  company, 
also,  might  it  not? 

Senator  Cu^nnxs.  I  do  not  think  so. 

Representative  Graham.  Where  is  the  distinction? 

Senator  Cummins.  The  law  now  provides,  so  far  as  railroads  are 
concerned,  that  here  must  not  be  any  unjust  discrimination  against 
interstate  commerce  or  against  persons  or  localities  engaged  in  inter- 
state commerce.  In  order  to  give  the  Interstate  Commerce  Commis- 
sion jurisdiction  over  what  is  conceded  to  be  the  State  rate,  it  must  be 
found  that  that  State  rate  does  unjustly  discriminate  against  inter- 
state commerce.  Now,  the  telephone  business  is  quite  different  from 
the  railroad  business.  A  railroad  State  rate  may  discriminate  against 
interstate  commerce,  but  as  to  a  telephone  rate  it  would  be  pretty 
hard  to  establish  that  connection.  I  think  it  is  possible  to  estabhsh 
a  connection  between  an  excl^ange  rate  in  a  State  and  interstate  rates 
so  that  it  can  be  said  it  discriminates;  but  it  never  has  been  said  that 
a  local  telephone  rate,  no  matter  what  it  is,  unjustly  discriminates 
against  interstate  commerce.  In  that  respect  there  is  a  wide  dif- 
ference between  the  operation  of  a  railroad  and  the  operation  of  a 
teleplione. 

Senator  Pomerene.  I  think  that  is  aU. 

Senator  Cumahns.  Mark  you,  I  do  not  make  this  objection  at  all  as 
to  those  States  that  have  regulatory  commissions.  After  they  pass 
favora])lv  upon  an  application  to  consolidatetele  phone  companies, 
that  apphcation  may  then  come  up  to  the  Interstate  Commerce  Com- 
mission. While  I  may  be  a  little  illogical  about  that,  vet  that  is  the 
situation.  But  where  there  is  no  such  regulation  in  a  State,  it  seems 
to  me  an  assumption  of  power  that  we  have  not  ^ot  to  ask  the  Inter- 
state Commerce  Commission,  which  has  authority  only  over  inter- 
state business,  to  approve  a  consolidation  of  companies  which,  essen- 
tially, are  doing  a  local  business.  I  do  not  beUeve  it  would  afford  you 
any  protection  at  all  in  such  an  instance. 

Air.  ]VL\cKixNON.  Would  it  not  afford  whatever  protection  is 
needed  unck^r  the  Federal  law;  that  is,  to  the  extent  that  the  Federal  ^ 
law  does  apply  to  the  small  amount  of  interstate  business  that  & 
company  does  ^ 

Senator  Cummins.  If  you  consolidated  that  part  of  your  company 
that  does  interstate  business,  I  quite  agree  with  you.    But  that  is  not 

what  you  want. 

vSenator  Pomerene.  Their  consolidation  will  have  to  be  in  enture 
harmony  with  the  local  la^^  for  instance,  of  your  own  State. 

Senator  Cummins.  Yes. 

Senator  Pomerene.  As  far  as  the  interstate  character  of  the  busi- 
ness is  concerned,  the  power  will  be  conferred  on  the  Interatate  Gem- 
merce  Conmussion  to  give  authority. 

Senator  Cummins.  So  far  as  interstate  biuaoness  is  concerned,  tlater# 
is  no  objection;  there  can  not  be  any« 


consolidation  of  ooMPBTura  TBLEPHOHB  oqicpa:9IB8.  is 


Senator  Pomerene.  Tel^hone  compaides,  if  they  do  consolidate, 
miist  settle  the  question  themselves  as  to  whether  the  consolidation 
of  intrastate  business  is  legal  or  not.    That  is  all,  Mr.  MaxjKinnon, 

Senator  Pomerene.  Mr.  Goff  is  the  next  witness.  He  is  both  a 
lawyer  and  a  banker. 

STATEMENT  OF  ME.  F.  H.  GOFF,  PRESIDENT  OF  THE  CLEVE- 
LAND TEUST  CO.,  CLEVELAND,  OHIO. 

Senator  Pomereiste.  Will  you  please  give  your  residence,  yonr 
bushiess,  and  your  connection,  if  any,  with  the  telephone  companies. 

Mr,  Goff.  I  live  in  Cleveland.  I  am  president  of  the  Cleveland 
Trust  Co.,  and  in  no  way  connected  with  any  telephone  interests, 
and  never  have  been,  other  than  perhaps  15  years  ago  was  related  to 
A  firm  that  represonted  occasionally  both  companies,  both  the  tele- 
phone companies,  but  for  15  years,  I  should  say,  I  have  in  no  w^ay 
been  related  with  any  of  them. 

Senator  Pomerene.  You  mean  with  a  law  firm? 

Mr.  Goff.  With  a  law  firm;  yes,  sir. 

Senator  Pomerene.  Now,  you  have  read  this  bill  ? 

Mr.  Goff.  Yes,  sir. 

Senator  Pomerene.  And  are  familiar  with  its  provisions  ? 
Mr.  Goff.  Yes,  sir. 

Senator  Po>iekene.  Now,  in  your  own  way,  Mr,  GolT,  will  you 
state  for  the  benefit  of  the  committee  what  your  views  are  with 
regard  to  the  merits  of  the  bill  ? 

Mr.  Goff.  Well,  it  has  seemed  to  me,  gentlemen  of  the  committee, 
for  many  years  that  the  maintenance  of  a  dual  telephone  svstem  in  a 
locality ^w'as  une^'onomic,  wasteful,  and  more  or  less  of  a  public 
nuisance.  I  have  at  difterent  times,  purely  from  a  standijoiiit  of 
what  seemed  to  be  good  citizenship,  endeavored  to  interest  some  of 
our  public  bodi(^s,  notably  the  chamber  of  commerce  and  to^sonie 
extent  the  municipal  authorities,  in  bringing  about  a  consolidation 
of  the  interests  in  Cleveland. 

Of  course,  from  the  standpoint  of  convenience  of  the  sul)scribe]s, 
from  the  standpoint  of  economy  to  the  subscribers,  if  one  svstem  can 
furnish  the  service,  and  efficient  service,  at  proper  cost,  a  single  sys- 
tem is  greatly  to  be  preferred  to  a  dual  system. 

From  the  standpoint  of  a  municipality  it  has  always  seemed  to  me 
wasteful  to  permit  two  companies  to  erect  separate  ])ole  lines  on  the 
same  street,  tear  up  the  pavement  fur  laying  the  conduits. 

I  think  that  is  about  all  that  I  can  say,  Senator.  Perhaps  that  is 
all  that  is  expected  of  me  in  volunteering  to  come  down  here,  and  I 
behove  that  I  am  expressin.g  the  opinion  practically  unanimously  of 
Cleveland  in  saying  tnat  tbcy  would  welcome  such  b>gislative  artion, 
either  by  Congress  or  the  State  authorities,  as  w^ould  peimit  of  the 
mei^er  of  the  telephone  inter^ts  in  our  city,  and  1  believe  that  is  true 

throughout  the  State. 

Senator  Pomerexe.  Well,  you  think,  do  you  not,m  atidition  to  the 
service,  that  it  would  benefit  those  who  are  interested  hnancially  in 
the  financing  of  the  proposition  i 

Mr.  Goff.  I  do. 

Senator  Pomerene.  In  other  words,  one  system  would  require  xory 
much  lees  of  capital  mad  could  be  more  readily  linanced  than  if  there 
wwe  two  syetems? 
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Mr.  GoFF.  Two  systems  are  wasteful  and  uneconomic. 
Senator  Pomerexe.  You  have  referred  to  tfae  telephone  poles. 
The  same  would  apply  to  the  telephone  wires  that  would  ©noumber 

the  streets  ? 

Air  GoKF  Yes  sir. 

Senator  Pomerene.  And  to  the  instruments  used  by  the  sub- 
scribers ? 

Jfctr  (joek  T^rue. 

Senator  Pomerene.  Now,  as  you  have  given  a  good  d^l  of  thought 
to  this,  will  you  please  state  in  your  own  way  what  the  objectaons 

are  to  the  consolidation  ?  i      v  i.- 

Mr.  GoFF.  I  think  in  the  earlier  years,  Senator,  the  objectiott 
arose  from  a  fear  that  without  competitive  conditions  the  servioe 
micrht  be  less  efficient  and  the  cost  of  the  service  increased.  We 
have  I'ome,  in  mv  home  citv,  to  look  upon  regulatory  bodies  who 
control  the  service,  the  cost"' of  service  of  public  utility  companies, 
the  Interstate  Commerce  Commission,  or  our  public  utihties  com- 
mission with  a  feeling  that  they  have  been  too  drastic  m  some  of 
their  regulations.  The  public  utilities  are  suflermg,  as  we  all  kn6w, 
from  lack  of  earnings,  which  makes  it  impossible  for  development  of 
practically  any  utility  in  the  section  of  the  country  that  I  hye  m. 

I  might  say  that  I  know  of  almost  no  resident  of  _my  city  that 
would  not  welcome  a  merger  of  the  telephone  service,  providing 
always  there  can  be  lodged  in  the  Goveriunent  proper  powOT  to 
regulate  botli  sei  vice  and  cost;  and  that  I  believe  we  have  m  the 
commissions,  both  local  and  Federal.  ^    nr     n  a 

Representative  CooPES.  JVIi'.  Chairman,  may  1  ask  Mr.  Uon  a 

question  ? 

Senator  Pomekexe.  Yes.  .        ,      ■  ^' 

Representative  Cooper.  I  believe  I  appreciate  the  situation  you 
have  in  Cleveland,  for  I  think  we  have  the  same  thing  at  Youngs- 
town,  Ohio.  Now,  if  this  bill  becomes  a  law,  do  you  think  it  wiU  be 
a  hard  proposition  to  get  this  consolidation  ? 

Mr.  GoFF.  I  do  not.    I  do  not.  ,,     i      i  » 

Representative  Cooper.  Do  you  think  it  will  take  place  ( 
^h.  GoFF.  Yes,  sir.  '  .  , 

ReprcsenUtive  Coopeb.  That  question  may  be  answered  a  little 

Mr*^GoFF.  I  think  the  financial  interests  would  rather  make  it 
compulsory,  and  I  might  say  that  as  a  banker  I  am  not  related  in 
financing  to  either  the  Bell  or  the  Independent.  ,  , 

Representative  Cooper.  You  think  it  would  be  possible  then  to 
get  a  consolidation,  Mr.  Goff  ? 

Mr  GoFF.  I  do;  ves,  sir.   I  would  hope  so,  at  least. 

Representative  Huddleston.  Mr.  Goti',  I  didn't  quite  understand 
your  answer  that  you  just  gave  Mr.  Cooper.  You  said  something  to 
the  effect  that  the  financial  interests  would  exert  pressui-e  to  bnug 

about  this  consolidation.  , ,    ,    ,•      ^  i 

Mr  GoFF.  No,  not  pressure.  They  would  decline  to  become 
interested  in  the  flotation  of  securities  issues  under  a  dual  system 
where  there  was  permissive  legislation  by  the  Government  to  con- 
soHdate.  I  suppose  there  have  been  many  mdhons  ol  dollars  lost  to 
investors  in  telephone  securities.  These  gentlemen  will  Imow  better 
than  I,  but  my  recollection  goes  back  to  what  I  call  the  iliverett 
Mooie  times  in  Cleveland. 
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Representative  HuDDLB^N.  Does  that  relate  to  new  finanong. 

The  refusal  of  t^e  financiersto  exte^f  i^^^^^^ 
of  that  kind,  that  you  speak       J^^.^^^xtensions  of  credit,  or 
attitude  on  the  matter  financing,  or 

the  further  carrying  of  ^^VH^^J^i"^ 

to  the  extension  of  secunti«  aWy^ed^^  ^^^^  ^^^^ 

Mr.GoFF.  I  think  I  woidd  be  qm^^^^  ^  ^ 

two  companies  m  our  ci^  have        '^f ^  economic  thmg  for 

the  financial  ^"^^^f^f ,J!^^JS»tot  Tetephone,  with  perhaps  forty 
them  to  do  so,  and  if  the  fJ^P^TwMitinc  to  put  out  an  issue  of 
or  more  thousand  s'lbscnbere  w««  wanti^^^^^^^^^  ^^^^^ 

bonds  or  preferred  stock,        ^J^.^^'SdSTth^^^^      Bell  financing 
not  be  looked  upon  ^^^^'J^^yi  ^^^'^^^^  w^ld  say  to  them:  Gentle- 
i^^trtru^r-S^J^&r  lou  U.  do  IS  to  get 

nrGoFF  ns'i'Ti^        ^  -^^^ 

either  company.    The  P^^f^^^SWced  through  bankers  ? 
Representative  Hm>i>u»«^.  Th^aiem^ce        ^  ^^^^^^ 

Mr^ GoFF.  Well,  they  are  ^^fJ^^^eTold  to  the  public, 
than  bankers,  I  would  say^heaecraines  Boston, 
and  are  put  out  by  the  issue  hmue^  m  »ew  aw 

""fepre'senta^^e^^^^^^^  Ttis  attitude  that  you  refer  to 

would^  bTthe  attitude  of  the  ksneho^^  ^^^^ 

.o^ldtrbe^tcfirt  iSS^to^i^;  would  be 

"STesent:^^^^^^^^  .t^^  ^-^f 

securHies  of  these  supposedly  competmg^cems »  . 
Mr  GoFF.  The  same  houses,  do  yottmeao* 
Representative  Huddleston.  Yes. 

Mr.  GoFF.  No,  I  think  not.  moved  to  that  at- 

Representative  Hubdleston^Wo^  ^d^i^of  economy  ? 
titude  by  public  consideration  whoUy1<^^a«^  ^^^^^ 

Mr.  GoFF.  Considerations  o  profit  to  ^^^^^^  ^^^^  the  issue 

influence  them.    But  it  >%^«t  °^^£SiupCder  stress. 
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Representative  Hudducston.  So  there  is  no  consideration  of  profit 
that  would  cause  the  issue  houses,  as  you  have  termed  them,  to  retuse 
to  deal  with  issues  of  the  mdependent  concerns,  where  ttiey  had  the 
power  to  consolidate  or  to  sell  out  to  the  Awusncan  Telephone  & 

"^tir^GoF?  I  thmk  tiie  high-grade  issue  houses  look  to  how  the 
securities  would  stand  up  in  had  weather.   Will  th^ir  euatwn^ 

derive  a  profit,  or  sustain  a  loss!  -       ^.  ,  ^-  . 

Representative  HmiDLBSTON.  You  think  the  sentiment  among 
people  of  that  kind,  then,  is  in  favor  of  general  consolidation  ( 

Mr.  GoFF.  Doing  the  thing  m  a  moat^eooniHmeal  way  tne 
least  waste.    You  are  wasting  capital  now.  /  x 

Representative  Huddleston-  And  that  they  would  prefer  to  see 
the  American  Telephone  &  Telegraph  Co.  own  afl  of  these  telephone 

^^Mr!^GoFF.  No;  I  donH  think  it  makes  any  difference  to  fl^e  puhUc 
whether  the  American  Telephone  &  Telegraph  Co.  owns  ajl  of  these 

^^Representative  Huddleston.  I  did  not  refer  to  the  public.  I 

referred  to  these  issue  houses.       ,    .        ,  j  -.v 

Mr  GoFF  No;  I  don't  think  the  issue  houses  are  con^rned  with 

that     V  single  system  in  any  communitv  will  command  the  sajne 

financial  support/whether  it  be  Bell  or  independent. 

Representative  Huddleston.  The  same  logic  as  apnU^  to  the 

-comniunity  would  apply  to  the  country  as  a  whole,  woul^  it  not? 

Mr.  GoFF.  Yes.  ^  tj         •  ^ 

Representative  Huddleston.  So  that  if  consobdation  m  the  com- 
munity is  desirable,  a  nation-wide  consolidation  would  be  desurable 

*^Mr  GoFF.  Well  I  would  sav  only  consolidation  where  there  exists 
competitive  systems.    That  is  what  I  understand  the  bill  undertakes 

^^Rep^esentati     Huddlfstox.  The  witness  who  preceded  you  said 
there  were  no  competitive  svstems,  as  I  understand.     .    ^,     ,  , 
Mr.  GoFF.  We  have  competitive  systems  m  Ohio— in  Cleveland, 

Columbus,  Toledo.  ^  .  ^ 

Representative  Huddleston.  You  havii  two  competitive  systems  ? 

Mr  GoFF  Yes;  we  have  two  competitive  systems,  and  i  thmk  they 
compete  with  each  other;  if  they  don't  compete  m  the  cost  of  service 
they  do  compete  in  the  matter  of  efficiency  of  service,  to  see  which 
company  can  render  the  best  service.  It,  is  a  question  of  rendermg 
the  best  service,  puttino:  in  the  most  modern  switchboards,  etc. 

Representative  Huddi.eston.  I  think  Senator  Pomerene  suggested 
that  the  competition  was  as  to  which  could  make  it  the  worst,  and  1 
will  sav  that  my  experience  has  been  that  the  telephone  service  has 
been  far  from  efficient.  If  there  is  any  telephone  efficiency,  or  has 
been  any  telephone  efficiency  since  the  war,  I  have  not  had  the 
pleasure  of  coming  in  contact  with  it.  ,    .  t    -n  * 

Mr.  GoFF.  It  is  not  as  efficient  as  before  the  war,  but  I  will  say  that 
in  Cleveland  both  systems  have  held  up  pretty  well. 

Representative  Huddleston.  Is  there  any  difference  m  the  prices 
.they  pay  their  employees  ? 

Mr.  GoFF.  I  ooulda-t  teU  you  that,  sir. 
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Representa^Te  HunDUBStoN.  Just  in  whM^  wagr  do  they  compete 
in  sarvice? 

Mr.  Qovw.  Well,  as  to  tihe  dbaraieter  of  Hieairitchboard,  the  general 
efficiency  of  their  working  system,  management,  and  all  that.  I  sup- 
pose, if  you  please,  that  uie  independents  we  to-day  more  progressive 
m  the  inst^ation  of  automatic  telephone  systems*  I  rem^abar  Mr. 
Fish,  when  president  ctf  the  Bdl  Tel^ihone  Co.,  told  me  some  10  or 
12  years  ago  that  an  automatic  svst^  could  not  work  successfully 
in  a  town  naming  a  population  oi  over  10,000.  He  thought  it  had 
been  demomtrated  up  to  that  point.  The  Independents  are  compet- 
ing with  the  BeU  in  installing  automatic  service;  they  are  able  to 
finance  that  service  far  in  advance,  as  I  know  it,  of  the  Bell  intwest* 
I  tihlok  that  is  real  ccmipetition.  We  are  quite  as  mudh  ccmeemod 
with  getting  service  as  we  are  witih  low  cost* 

RepresentatiTe  Huixdi£STON.  The  diief  competition  between  large 
users  of  phones  just  at  this  tiine  is  in  getting  the  money  to  operate 
them  in  the  sale  <^  th^  securities. 

Mr.  GrOFF.  Wdl,  possibly  that  may  be  taiie;  yes,  sir. 

Representative  Oowbe.  Mr.  Ck>ff ,  this  bill  does  not  deal  so  much 
with  competition,  does  it  ? 

Mr.  GoFF^  I  beg  your  pardon? 

Bepresentatire  Cooper.  This  bill  does  not  deal  so  much  with  com- 
petition; it  just  permits  a  consolidation? 

^^M|.  GoFF.  As  I  read  the  bill  it  simply  makes  permissive  tiie  con- 
MHttion  of  two  different  companies  operating  in  the  same  field,  and 
I  suppose  the  only  need  for  coming  to  Congress  for  that  power  is  to 
reUeve  the  company  and  the  offidiOs  from  the  penalties  unposed  by 

the  antitrust  act. 

Representative  Cooper.  And  you  believe  that  this  consolidation 

would  result  in  a  great  economic  saving? 

Mr.  GoFF.  Very  great;  very  great.  Not  only  that,  but  it  does 
avoid  a  great  nuisance  by  having  one  system;  it  is  a  great  nuisance 
to  have  two  telephone  systems.  We  have,  I  suppose,  a  thousand 
employees  in  the  bank,  and  we  have  to  equip  every  desk  with  two 
telephones,  practically  doubling  the  cost,  and  then  when  the  tele- 
phone rings  you  are  not  c[uite  sure  which  bell  to  answer. 

Kepresentative  Cooper.  Not  only  your  business  institutions  and 
manufacturing  industries,  but  a  large  number  of  the  private  homes 
in  Cleveland  to-day  have  to  have  two  telephones? 

Mr.  GoFF.  I  think  so. 

Representative  Cooper.  Which,  I  suppose,  means  a  great  expense 
to  the  people  of  Cleveland  ? 

Mr.  GoFF.  Yes;  it  means  a  great  expense  to  the  people  of  Cleve- 
land, and  then  you  don't  get  the  same  service  or  facilities. 

Representative  Hocii.  Just  one  question,  Mr.  Chairman,  to  see  if 
I  understand  this  situation.  I  understand  that  as  far  as  the  intra- 
state business  is  concerned  there  is  now  no  legal  diificulty  in  securing 
merger,  at  least  in  the  States  which  have  regulatory  bodies,  but  that 
in  view  of  the  fact  that  these  exchanges  will  do  a  percentage  of  busi- 
ness, great  or  small,  which  is  interstate,  through  their  toll  lines, 
capital  will  not  cooperate  in  these  mergers  because  of  the  fear  of 
running  afoul  of  the  Federal  law;  that  is  the  thing  that  brings  you 
here  to  Congress  for  what  you  call  permissive  legislation? 

48228-^-21  S 
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Mr*  GoFF.  I  think  is  that  principle.  Whenever  there  is  any 
doubt  or  suspicion  cast  upon  a  security  issue,  of  course,  the  banking 
houses,  the  issue  houses,  are  rduetout  to  take  them  on,  and  ihe 
public  are  reluctant  to  buy  them. 

Representative  HooH.  in  other  words,  as  Senator  Cummins  has 
stated,  whatevOT  may  be  the  fact  as  to  the  jurisdiction  of  Congress 
to  in  any  smise  sanction  or  assume  to  sanction  the  meiger  of  local 
concerns,  there  is  that  fear  on  the  part  of  capital  that  even  in  a  local 
meiger  it  may  be  held  to  be  related,  throu^  the  toll  line,  so  related 
as  to  be  in  some  sense  interstate  business,  to  mek  an  extcmt  that 
there  would  be  Federal  jurisdiction,  and  that  business  interests 
would  find  that  they  had  violated  the  law  without  having  any  in-* 
t^tion;  therefore  they  seek  some  legislation  which  will  make  them 
safe  beyond  any  question  of  the  violation  ci  the  Federal  law. 

Mr.  GOFF.  It  has  to  be  put  that  way,  otherwise  the  purchasing 
syndicate  would  not  know  respecting  the  mvahdity  of  their  issue 
until  perhaps  the  Supreme  Court  had  passed  upon  it,  and  many 
years  might  elapse  before  that  could  be  accomplisned. 

Smator  PoMBBBNS.  Are  there  any  further  questions  to  be  asked 
of  Mr.  Goff? 

Now,  let  me  suggest  to  the  gentlemen  who  are  here  that  we  have 
on  this  list  of  witnesses  Mr«  James  T.  Daniels,  Mr.  E.  L.  JifeEdvey, 
Mr.  Todd,  Mr.  Benton,  and  Mr.  Stovi^,  and  we  hope  to  be  abb  to 
finish  tibis  hearing,  if  we  can,  by  noon,  unless  tii^  is  some  objection 
to  it.  I  know  tlie  Senators  wul  have  to  go  to  their  CSiamber  and  I 
assume  l^e  Congressmen  de^re  to  go  to  the  House,  but  we  will 
proceed. 

Who  shaU  be  the  next  witness  9 

Representative  Hawes.  Mr.  Senator,  I  want  Mr.  Reber,  of  St.  Louis, 
who  represents  possibly  one  of  the  largest  competitive  companies  in 
the  Umted  States,  and  whose  wires  extend  not  only  through  Missouri 
but  through  Indiana,  Illinois,  and  into  Kansas,  to  be  heard,  if  the 
number  of  witnesses  is  to  be  limited.  And  it  is  a  good  illustration  for 
this  bill,  too,  because  the  Bell  has  a  subsmption  there  ci  156,000, 
and  the  Einlock  of  84,000. 

Senator  Poiosbsnk.  Well,  unless  the  gentiemen  interested  have 
some  other  plan  about  it,  we  will  proceed  in  the  aider  that  we  have 
them  here. 

Representative  Graham.  That  is  entirriy  agreeable. 
Senator  Pomebene.  Mr.  Daniels. 

STATEMENT  OF  JAMES  T.  DAEIELS,  OEHEBAL  SEOKETABT 
COinMBUS  CHAMBES  OF  COMMERCE,  COHrMBITS,  OHIO. 

Senator  Pombbeke.  V^l  you  state  your  name  and  your  business 

and  place  of  residence,  Mr,  Daniels. 

Mr.  Daniels.  James  T,  Daniels,  gmefal  secretary  Columbus 
Chamber  of  Commerce,  Columbus,  Ohio. 

I  am  here  at  the  request  of  the  board  of  directors  of  the  Columbus 
Chamber  of  Commerce.  I  am  not  connected  with  any  telephone 
company.  And  I  am  very  glad  that  somebody  other  than  the  tele- 
phone people  is  being  heard.  I  represent  an  organization  in  eixeess 
of  2,500  members.  The  board  of  directors  sent  me  here  in  the  interest 
of  this  bill,  on  account  of  a  questionnaire  sent  to  our  merabership, 
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without  my  suggestion,  but  acting:  ''What  can  the  chamber  of 
commerce  do  for  the  benefit  of  me  cMomimity?''   A  suffidbwt 
number  of  replies,  in  ordiar  to  make  one  genial  plank  of  our  program, 
To  work  for  an  eiimination  of  two  competing  telephone  com- 

Eanies,  and  our  oisanization  is  interested  that  sudi  a  condition  may 
e  brought  about  for  the  general  welfare  of  the  community^ 
I  Hubu:  that  is  all  I  have  to  say^  unless  you  desire  to  ask  s«ne 
questions. 

Senator  PoiieKKNii.  Does  any  member  of  ihe  committee  desire  to 
a^  any  questkms  f   If  not,  that  will  be  alL  Mr.  Daniels.   Thank  you. 

Mr.  GrOFF.  Mr.  CSiaarman,  I  was  asked  by  the  secretary  of  the 
dereland  CSiamber  if  I  would  file  with  the  committee  a  resolution 
passed  by  the  Cleveland  Oiambw  of  Oomm^rce* 

S^ator  Wnxis.  I  have  quite  an  accumulation  of  resolutions  that 
I  will  ask  to  file  also.  ^ 

Senate  Pombbeekis;  Very  well,  we  wiU  do  that  later. 

Ifir.  Gom  l%is  is  the  resolution  adopted  by  the  board  of  directors 
of  the  Cleveland  Chamber  of  Commerce,  Apnl  11,  1921  [reading]: 

Whereas  the  elimination  of  dual  telephone  8er\'ice  and  the  unification  of  the  service  of 
competing  telephone  companies  is  in  the  public's  interest,  and 

Whtoeaftaam  omficatioii  erf  telephone  service  tan  only  be  seoized  by  a  oonscdidation 
Off  fli;eiger  of  competing  companies,  and 

Whereap  a  resolution  has  been  introduced  into  the  Eijrhty-fourth  Ohio  General 
Assembly  memorializing  Congress  to  amend  present  laws  or  enact  new  ones  so 
as  to  permit  dual  telephone  ser\ice  to  be  eliminated:  Therefore,  be  it 

Resolved  by  the  Cleveland  Chamber  of  Commerce,  That  the  Ohio  General  Assembly 
be  uiged  to  adopt  Senate  jeint  resolution  No.  24  to  the  end  tiiat  the  unification  or 

merger  of  competing  telephone  companies  may  be  furthered. 

Be  it  further  resolved,  That  copies  of  this  resolution  be  transmitted  to  the  Governor 
of  Ohio,  the  author  of  the  joint  resolution;  Senator  A.  W.  De  Weese.  the  chairman  of 
of  the  Public  Utilities  Committees  of  the  Senate  and  the  House  of  RepresMitatives; 
and  tilie  SmatorB  and  Reprosentativeg  of  Cuyahoga  Ckmnty. 

Senator  Pomebene.  The  next  is  Mr.  E.  L.  McKelvey,  of  Youngs- 
town. 

STATEMENT  OF  MR.  E.  I.  M'KELVEY.  OF  THE  G.  M.  M'KELVEY 

CO.,  YOUNGSTOWir,  OHIO. 

Senator  Pomerene.  Will  you  give  your  name,  Mr.  McKelvey,  your 

business,  and  place  of  residence? 

Mr.  McKelvey.  My  name  is  E.  L.  McKelvey;  I  am  a  member  of 
the  firm  of  the  G.  M.  McKelvey  Co.,  department  store,  Youngstown, 
Ohio.  We  have  a  medium  sized  department  store,  and  I  would  like 
to  say  right  here  

Senator  Pomerene.  Don't  be  so  modest. 

Mr.  McKelvey,  Well,  it  is  medium  sized. 

Senator  Pomerene.  One  of  the  largest. 

Mr.  McKelvey.  Well,  I  am  just  a  common,  every-day  merchant, 
and  we  have  just  a  medium  sized  department  store;  we  cover  about 
7  acres,  and  we  employ  about  800  people. 

I  am  interested  in  this  thing  as  a  business  man  and  as  a  citizen. 
We  have  in  our  department  store  106  departments.  Among  those 
departments  we  have  a  large  grocery  department,  a  meat  depart- 
ment, and  a  bakery  department.  It  becomes  necessary  for  us,  under 
the  dual  system,  to  have  both  phones.   Of  the  Bell  phone  we  have 
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16  trunk  lines  and  53  stations,  and  of  tlie  automatic  we  hare  13 

trunk  linos  and  53  stations. 

I  have  been  opposed  to  this  dual  system  for  its  annoyance,  and 
not  only  have  I  been  personally  opposed  to  it  in  our  business,  but  I 
have  taken  the  matter  up  with  a  number  of  our  customers,  and  they 
seem  very  much  dissatisfied.  Now,  for  instance,  you  take  our  town, 
it  is  growing  to  the  point  where  we  have  to  have  much  suburban 
territory  taken  in,  and  I  have  found  that  the  ladies  say  when  they 
go  out  there,  in  moving  out  to  those  different  suburban  parts,  they 
find  it  very  inconvenient  where  they  are  required  to  have  either  the 
Bell  or  the  Automatic;  that  they  can  not  get  connections  with  their 
friends.  We  have  oftentimes  customers  calling  in  to  our  operators 
on  the  Bell  and  asking  them  if  they  won't  transmit  the  message  the 
otiier  way;  transmit  it  for  them. 

And  I  have  taken  the  trouble  to  take  the  matter  up  with  our  mayor 
as  to  how  he  stood  on  the  question,  and  he  said  he  was  for  it.  They 
have  had  a  great  deal  of  trouble  there  in  Youngstown  about  the  tele- 
phone system,  and  he  said  he  was  for  it.  The  matter  was  taken  up 
further  in  the  council,  and  they  unanimously  were  for  the  unification 
of  the  system. 

I  am  chairman  of  our  retail  merchants'  board,  representing  139 
different  merchants,  and  at  our  meeting  the  matter  was  presented 
to  them,  and  they  unanimously  were  for  the  unification  of  the  systems. 

Senator  Pomerenb.  Do  you  know  of  any  sentiment  to  the  con- 
trary in  your  town  ? 

Ifo.  McKelvey.  I  do  not.  In  canvassing,  as  far  as  I  could  as  a 
layman,  I  could  not  find  anyone  who  is  against  the  unification  of  the 
system,  I  am  goin^  to  say  that  what  is  true  of  our  own  store  is  true 
of  like  stores.  And  m  other  lines.  For  instance,  if  a  lawyer  opens  up 
an  office  he  is  required  to  have  two  telephones.  And  the  same  is 
true  of  the  doctor,  xmi  ^tate  man,  or  insurance  man,  or  the  small 
store;  they  are  obliged  to  put  in  two  telephones,  which  is  very  expen- 
sive, and  if  there  is  one  thmg  the  business  men  are  trying  to  do,  it  is 
to  cut  out  all  unnecessary  expense,  and  mxr^jq^mm  has  practically 
doubled  by  having  a  dual  system. 

That  is  all  I  befieve  I  have  to  say. 

Senator  PoM£B£K£.  Do  any  of  you  gentlemen  care  to  ask  Mr. 
McKelvey  any  qu^tions  1    If  not,  titat  wJ^  he  aU*   Xh«uk  you. 
Mt.  (Me. 

STATEMENT  OF  ME.  C.  D.  M.  COIE,  ASSISTANT  VICE  PRESI- 
DEKT  OF  THE  AMSBIGAH  TSLEPfiOHE  &  TliW&APS  CO*, 
HEW  YOEK  CITY. 

Senator  Pomkkbnis.  State  your  name,  place  of  resideaee»  a.iid  your 
occupation,  and  your  interests,  if  any,  in  tiiis  subject. 

lifr,  Cqle.  C.  D.  M-  Cole,  assistant  vice  mesident  of  the  American 
Telephone  &  Telegraph  Co.  I  am  here  at  tne  request  of  the  chairman 
of  the  House  committee,  Mr*  Graham.  Mr.  MacKinnon  has  said  to 
you  all  that  I  can  say.  I  can  subscribe  to  ev^ything  he  said,  except 
that  his  methods  are  better  than  the  BeU;  I^can  not  subscribe  to  that. 

I  don't  think  I  ^m  add  anjrthing  to  it,  gentlemen.  I  think  that 
this  provides  a  metiK>d  for  accompnshing  what  tibe  public  wants. 
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Senator  Pomerene.  Well,  let  me  ask  you:  Do  you  think  there  will 
be  anv  difficulty  in  bringing  about  this  consolidation,  assuming  

Mr.  Cole  (interposing) .  Uo  you  mean  in  Ohio  ? 

Senator  Pomerene.  Well  an}^here  throughout  the  country. 

Mr.  Cole.  No,  I  don't  think  so.  I  think  the  public  demands  it. 
I  think  that  in  localities  where  there  are  two  telephone  companies 
the  public  demands  it,  and  it  will  be  done.  Mr.  Goff  has  covered 
that  point,  I  think. 

Senator  Pomerene.  Well,  I  think  that  states  my  view  about  it,  at 
least  from  my  observation. 

Mr.  Cole.  The  pubhc  will  not  stand  a  duplication  in  the  telephone 
service. 

Senator  Pomerene.  Now  do  you  know  of  any  objections  wiiich 
are  being  urged  against  the  consolidation  ? 

Mr.  Cole.  Only  that  it  will  produce  a  Bell  monopoly.    That  is  the 
only  one  that  I  have  heard. 
.   Representative  Haavks.  A  what? 

Mr.  Cole.  A  Bell  monopoly.  I  don't  believe  that  there  is  any- 
thing in  that.  I  don't  see  how  that  is  possible.  We  have  just  about 
half  as  many  central  ofiices  as  the  independents  have.  Most  of  our 
stations  are  in  the  eastern  part  of  the  country,  in  the  large  cities,  as 
Mr.  MacKinnon  stated.    We  have  got  enough  to  handle  as  it  is. 

Senator  Pomerene.  We  have  these  regulatory  bodies  in  all  of  these 
States,  save  the  three  to  which  Mr.  MacKiiuxon  referred, 

Mr.  CoEE.  Yes;  save  the  three. 

Senator  Pomebene.  So  that  that  situation  could  be  pretty  well 

controlled. 

Mr.  Cole.  Why,  absolutely  secured.  In  this  bill  you  have  got 
to  get  the  State  authority,  and  then  the  Interstate  Commerce  Com- 
mission. I  can  not  see  any  objection  to  it  at  all.  We  have  no 
objection  to  the  bill  whatever.  We  are  not  proponents  of  the  bill; 
we  are  not  here  advocating  it. 

Representative  Graham.  Mr.  Chairman. 

Senator  Pomerene.  Mr.  Graham. 

Representative  Graham.  I  would  say  very  frankly  why  I  asked 
you  to  be  here,  Mr.  Cole.  I  knew  these  other  men  were  all  independent 
telephone  men,  and  1  didn't  want  to  be  in  the  position  of  going  on 
the  floor  of  the  Hiuise,  or  any  of  us  on  our  subcommittee,  with  a  bill 
that  possibly  would  be  opposed  on  the  floor  of  the  House  by  some 
one  who  th<)ught  that  your  particular  interests  were  in  jeopardy. 

Now,  I  Avant  to  ask  you  something.  Do  you  know^  whether  there 
has  been  any  movement  on  foot,  or  whether  there  is  now  any  move- 
ment on  foot,  for  a  general  consolidation  of  your  interests  and  the 
independent  interests  of  the  country  ? 

Mr.  Cole.  There  is  no  such  movement.    I  know  that. 

Representative  GR\I^AM.  Never  been  talked  over? 

Mr.  Cole.  Never  been  talked  over  at  all.  Why,  years  ago,  it 
was;  yes.  You  remember  when  Mr.  Vail  first  came  in  there  was  some 
idea  as  that,  but  that  has  all  been  knocked  out;  there  is  no  such 
understanding  at  all. 

Representative  Graham.  Is  there  any  possibility  of  it  ? 

Mr.  Cole.  I  don't  believe  there  is  the  slightest  possibihty  of  it. 
I  don't  see  how  it  is  possible. 

Representative  Graham.  Why? 
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Mr.  Cole.  Well,  Mr.  MaeSjiinon  said  that  the  same  men  that 
started  in  the  indep«adent  hunneas  still  oimed  it,  even  itiea  that 
began  20  years  ago,  and  they  have  got  a  good  thing  uid  are  not  going 
to  give  it  up.  !^sides,  it  is  too  vast  a  busiffiess  for  any  one  company 
to  control,  it  seems  to  me. 

Representative  Gbasuhc.  What  is  the  eamtal  invested  m  me  Bell 
systeih  approximately?  What  are  your  holdingB  worth,  do  you 
ttiink? 

Mr.  Cole.  Well,  I  Aould  think  about  $760,000,000. 
EepresentaUve  Gbaham.  And  the  independent  I 
Mr.  Cole.  That  I  don't  know.   I  couldn't  answer  that. 
Representative  Gbahah.  Does  anybody^ow?   Any  of  you  fen* 

tlemen  ?  - 
Mr.  J^L\cKiNNON.  $350,000,000. 

Representative  Gkaham.  About  haM  the  Bell  viduataon^ 

Jkl r  CoLfE  Y'gs  • 

Representative  Gbaham.  That  k  att  I  wanted  to  ask  ol  Mr. 

Chairman. 

Senator  PoMSSSHE.  These  gentlraaaa  say  that  you  have  $1,250^- 
000.000  in  your  Bell  system.  .  ; 

Mr.  Cole.  I  don't  tbmk  that  is  true*  We  have  an  authorized 
capital  stock  of  $731,000,000,  I  thmk  i*  k.   AaoA  thai  k  Bfit  .dil 

issued  yet.  #    r  i 

Representative  Graham.  I  was  speakfaig  more  of  the  actuu 

valuation. 

Mr.  Cole.  Oh,  the  actual  valuation  is  very  much  ^oater.  1 
should  think  it  is  a  third  more.   Mr,  Vail  always  figured  it  nM  that. 

Representative  Graham.  Which  would  bring  it  about  *©  iritoit 
they  suggest,  81,250,000,000.  ^ 

Ml-.  Cole.  It  might  be  that  about,  as  to  wbml  valuatwii.  . 

Representative  Graham.  And,  Mr.  MacEjmMA,  was  tiie  vatae you 
gave  actual  valuation  or  stock? 
MacKinnon.  Valuation. 

Representative  Graham.  That  is  all. 

Senator  PoMERENE.  Anything  further ? 

Representative  Huddleston.  Mr.  Cole,  consolidation,  of  course, 
would  necessitate  the  production  of  a  great  deal  of  new  capital.  It 
would  have  to  be  financed,  in  other  words. 

Mr.  Cole.  Yes.  .  •  i.* 

Representative  Huddleston.  And  the  chief  difficultv  just  at  this 
time  in  that  is  the  extremely  high  rates  of  interest  involvedl 

Mr.  Cole.  Yes. 

Representative  Huddlestoit.  So  this  would  be  a  very  poor  time  to 

consolidate  vast  interests  of  this  kind  ? 

:^fr.  Cole.  Yes;  I  think  it  would.  I  don't  thmk  there  is  any 
danger  of  any  vast  consolidation. 

Representative  Huddleston.  One  other  question  I  want  to  ask 
you:  Does  your  company  use  the  automatic  telephone  at  all?        ^  * 

Mr.  Cole.  It  is  beginning  to  use  what  they  call  a  semiautomatic, 
which  is  partially  manual  and  partially  automatic;  semiautomatic. 

Representative  Huddleston.  Are  there  any  particular  reasons 
^hy  you  should  not  use  it  ? 

Mr.  Cole.  No;  I  think  not. 
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Representative  Huddleston.  I  presume  it  is  protected  by  patents  ? 
Mr.  Cole.  Yes. 

Representative  Huim)lbston.  And  the  patents  are  not  held  b  your 

interests  ?  ■  twr 

Mr.  Cole.  Well,  there  are  several  patents  on  the  automatic.  We 

hold  patents  on  our  own  automatic,  and  then  the  Automatic  of 

Chicago  has  other  patents.    There  is  not  what  you  call  a  basic  patent 

for  the  automatic  as  there  was  for  the  telephone. 

Representative  Cooper.  Mav  I  ask  you  a  question,  Mr.  Cole?  Is 

there  any  saving  in  the  use  of  the  automatic;  that  is,  in  the  operating 

expense  ? 

Mr.  Cole.  I  think  so.    You  see  vou  cut  down  a  lot  of  operators. 

RepresentativeCooFER.  Yes;  I  knew  that. 

Mr.  Cole.  Have  you  any  further  questions,  Mr.  Chairman  ? 

S«iator  PoMSBENE.  Are"^  there  any  further  questions  that  any  of 
you  gentleram  wish  to  aak  Mr.  Cole?  If  not,  that  will  be  all,  Mr. 
Cole. 

We  will  now  hew  from  Mr^  Todd. 

STATEMENT  OF  J.  E.  TODD,  GENERAL  COUNSEL  FOR  THE 
OHIO  STATE  TELSFfiOSE  CO.,  COmMBUS,  OBIO. 

Senator  PoMERENE.  State  your  full  nanaa  and  place  of  residence, 
and  business  relation  to  these  companies. 

Mr.  Todd.  J.  E.  Todd.  I  am  an  attorney.  I  live  at  Columbus, 
Ohio.  I  am  at  present  the  general  counsel  for  the  Ohio  State  Tele- 
pbone  Oo.  For  many  years  the  firm  of  Daugherty  &  Todd  were 
general  counsel  of  that  company,  but  since  Mr.  Daugherty  has  become 
Qie  Attorney  General  of  the  United  States  the  firm  is  dissolved,  md 
I  am  holding  that  position. 

Now,  may  I  proceed  and  discufls  this  hiU  briefly  t 

Senator  Pomerene.  Proceed. 

Mr.  Tora>.  Senator  Cummins  su^ested  a  while  ago  that  there  was 
a  twilight  zone  in  tlie  law  concOTiung  tlie  jurisdiction  and  control  of 
the  interstate  Commerce  Commission  ov«r  telephone  companies. 
I  do  not  prof  ess  to  know  just  the  limit  of  the  jurisdiction  and  authority 
of  the  Intmtate  Commerce  Commission  on  this  subject.  Senator 
Cucnmins  atteinpiBd  to,  and  did  vOTy  clearly,  set  out  the  reasons  why 
the  Interstate  Cbmmerce  Commis^on  might  have  control  over  intra- 
state railroad  rates,  for  the  reason  that  the  intrastate  rates  might 
reflect  on  the  interstate  rates.  It  seems  to  me  that  the  same  con- 
diticsn  exists  as  to  tdei^ne  rates. 

Tliere  are,  of  course,  two  sources  of  income  for  telephone  com- 

f sanies:  The  local  exchange  rates  and  the  toll  or  long-distance  rates, 
t  might  very  easily  happen  that  a  tdlephone  company  operating  both 
an  exehange  and  a  long-distance  service  might  reduce  its  exchange 
att^ee  to  a  point  below  profit  and  make  up  the  difference  by  an 
increase  in  its  toll  or  long-distance  service,  so  that  the  same  situation 
with  respect  to  interstate  telephonic  service  would  exi^t  as  you  relw 
to  with  respect  to  railroad  service  or  rates. 

Now,  I  say  I  don't  know  just  where  the  autiiority  of  the  Interstate 
Commerce  Commis»on  over  local  telephone  rates  ceases  or  begins. 
But  i  thmk  I  do  know  this,  that  this  J^iU  does  not  exUmd  that  author- 
ity imeiotai  ' 
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Swator  PoMERENE.  Well,  the  jurisdiction  is  rather  a  matter  of 
degree  than  of  kind.  For  instance,  it  is  estimated  that  on  the  rail- 
roads the  interstate  commerce  is  about  90  to  95  per  cent  of  the  haul. 
But  I  take  it  that  in  the  telephone  business  those  figures  would  be 
substantially  reveraed. 

Mr.  Todd.  Yes ;  in  the  telephoae  business  those  figures  would  be 
reversed;  that  is  true,  I  think. 

Smator  PoMEBENS*  But  the  local  question  is  probably  about  the 
same;  is  that  vour  opinion  about  it? 

Mr.  Toim.  Fosttbly,  yes.  It  is  a  differ^iee  in  degree,  but  not 
in  kind. 

Smator  CuMMXNS.  Mr*  Todd,  there  is  another  phase  of  it  that 
you  ought  to  consider  in  attempting  to  establish  a  parallel  between 
the  telephone  company  and  the  railroad  ecnnpany.  When  the  rail- 
road bill  that  was  passed  last  year  came  over  from  the  House  it 
contained  a  provisimi  that  if  the  State  rates  created  an  undue  burden 
upon  interstate  commerce,  that  then  the  Interstate  Commerce  Com- 
mission should  have  the  authority  to  set  aside  tiiose  rates  and  make 
new  ones.  The  Senate  found  itself  unable  to  a^ee  to  that  proposi- 
tton.  So  the  words  ^' Undue  burden'^  were  strickwi  out  of  the  bill 
and  in  their  stead — or  there  were  inserted — they  may  have  been 
there  originally,  I  have  forgotten  whether  they  were  or  not-^but  in 
tilieir  stead  there  were  inserted  the  words  ^'unjustly  disarimkiatar^ 
and  prejudicial 

Now,  I  have  never  been  able  myself  to  give  my  adherence  to  that 
school  of  thought  on  this  subject  which  claimed  that  snmply  because 
the  State  rates  did  not  raise  their  fair  share  of  the  revenue,  therefore 
the  Federal  authority  could  be  superimposed  upon  the  subject. 
Fersonally  I  think  the  Supreme  Court  has  never  gone  to  that  extent, 
and  I  don^t  believe  it  ever  will.  So  there  is  that  difference.  If  it 
were  a  mere  question  of  determining  wheth(T  State  rates  raised  their 
share  of  the  revenue  of  a  company  that  did  bo^  aa  interstate  and 
intrastate  business,  then,  of  course,  aU  State  rates  come  in  to  the 
jurisdiGtion  of  the  Fed^al  author!^,  and  can  be  put  under  the 
interstate  Commerce  Commis^on.  Otherwise  the  cc^nmissaon  could 
not  perform  its  duty. 

But  do  you  think  that  dmply  because  a  company  that  is  doing 
holAi  an  interstate  business  and  an  intrastate  business  does  not 
deiive  its  fair  share  of  t^e  cost  of  operation  and  the  reward  to  capital, 
and  so  on^  from  the  State  rates^  that  upon  thatfaet  alone  the  Federal 
atttiticmty  can  take  possesion  of  the  subject^  ai^  the  Interstate 
Commerce  Conunission  can  make  all  State  rates  ? 

Mr.  Todd.  No;  I  don^t  really  think  so,  ^nator,  but  I  don't  know. 
I  don't  know  what  l^e  Supr^ne  Court  may  think  about  that  oues- 
tion  some  day.  I  don't  know  what  the  Interatate  Commerce  Com- 
mission may  think  about  it  wh^  such  a  question  comes  before 
th^.  I  think  I  can  see  that  a  situation  mignt  arise  such  as  I  sug- 
gested, where  the  local  exehimge  rate  woida  injuriously  affect  the 
mterstate  rate — toll  rates. 

Senator  Cummins.  So  far  as  the  revenues  are  eonc^ned  to  the 
compamr. 

Mr.  lx«DD.  So  far  as  the  revenues  to  the  conmany  are  conceitied^ 
yes.  I  think  I  can  see  a  dangw  that  the  uit^tate  Commefce 
Commission  may  claim  the  right  to  readjust  those  rates  so  as  to 


CONSOLIDATION  OF  COMPETING  TELEPHONE  COMPANIES.  £5 


relieve  the  interstate  rate  of  an  undue  burden,  and  I  think  I  can 
see  that  the  courts  might  sustain  that  position,  but  I  don't  know. 
That  is  part  of  the  twihght  zone. 

Senator  Cummins.  Of  course  you  appreciate  the  conclusion  that 
can  be  drawn  from  that;  at  least  the  conclusion  that  I  have  always 
drawn  is  that  if  we  reach  that  point,  then  there  is  no  such  thing 
as  State  regulation. 

Mr.  Todd.  I  see  that  very  clearly,  and  I  think  we  have  been  drift- 
ing that  way  in  tho  last  few  years  quite  rapidly. 

Representative  Gkaiiam.  For  instance,  Mr.  Todd^let  me  suggest  a 
case  that  occurred  to  me  while  you  were  talking.  Suppose  a  certain 
interstate  rate  was  established.  "  It  has  to  go  through  an  exchange  in 
a  certain  town;  it  has  to  pass  through  that  exchange.  Now,  the 
local  exchange  puts  on  a  toll  charge  which  makes  that  interstate 
charge  entirely  impossible.  In  your  judgment,  then,  the  Interstate 
Commerce  CfWmssiQix  might  regukte  that  charge  in  the  local 
exchange  ? 

Mr.  Todd.  I  say  it  is  possible  that  the  commission  might  claim  the 
right  to  do  that,  and  the  court  might  sustain  it  in  it. 

Representative  Giuh4M.  It  seems  to  me  that  it  might  in  some 

instances. 

Mr.  Todd.  But  the  point  I  was  "trying  to  arrive  at  is  this:  That  this 
bill,  as  I  understand  it,  does  not  attempt  to  define  the  limit  of  the 
jurisdiction  of  the  Interstate  Commerce  Commission,  nor  does  it 
attempt  to  extend  its  authority.  It  provides  in  the  first  paragraph 
of  the  bill  that  an  application  may  be  made  *'by  any  telephone  com- 
pany or  companies  subject  to  this  act.''  Now,  just  what  telephone 
companies  may  be  subject  to.  the  act  to  regulate  intersitate  commerce 
now  I  don't  know. 

Senator  Cummixs.  Well,  that  is  pretty  easily  answered.  Any  tele- 
phone company  that  does  an  interstate  business  is  subject  to  the  act. 

Mr.  Todd.  iTnquestionably. 

Smiator  Cummixs^  ^  far  as  its  ijxterstate  businesa  is  concerned  i 

Mr.  Todd.  Yes. 

Senator  Cummins.  But  not  otherwise? 
Mr.  Todd.  But  not  otherwise. 

Senator  PoMERENE.  Senator  Todd,  let  me  make  this  suggestion  as 
to  the  way  this  matter  appeals  to  me,  that  total  authority  over  tele- 
phones is  State  authority  plus  congressional  authority.  Now,  then, 
you  are  seeking  by  this  bul  to  invoke  both  authorities,  if  it  is  necessary, 
to  brin^  about  this  consolidation,  and  why  is  it  necessary  for  us  to 
determme  exactly  the  diyi4iQg4ii^  between  the  State  a^thocity  and 
the  Federal  authority? 

Mr.  Todd.  That  is  exacth-  my  thought,  that  it  is  not  necessary. 

Senator  CiWHiNS.  Well,  the  difficulty  is,  Senator,  that  this  bill 
does  not  require  the  exercise  of  State  authority  in  every  instance.  I 
said  originally  that  so  far  as  the  bill  requires  the  joint  exercise  of 
authority  by  the  States  and  by  the  Federal  Government,  I  have  no 
objection  to  it  at  all.  In  fact,  I  think  it  is  very  desirable.  But  I 
am  hesitating  about  attempting  to  ^re  to  the  Interstate  Commerce 
Conunission  jurisdietioja  to  pass  upon  these  applications  for  consoli^- 
dati<»i  when  (h^  cmne  hsm  ^te»  w^i^h^haive  apt  excised  their 
authoriiy. 
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Senator  Pomerene.  Well,  but  even  in  that  case,  Senator,  let  me 
make  this  suggestion,  that  assuming  that  there  is  no  State  tribunal 
^hicli  is  vested  with  this  power,  we  are  simply  by  this  bill — if  I 

Sroperly  construe  it — giving  such  power  as  the  (Congress  may  have, 
low,  if  your  telephone  companies  in  Iowa  are  purely — or  to  the 
extent  that  they  are — intrastate,  no  authority  which  we  could  be 
conferring  here  upon  the  Interstate  Commerce  Commission  could 
■control  that  situation.    So  that  I  don't  see  the  local  difficulty. 

Senator  Cummins.  Senator,  you  don't  state  the  case  exactly  as  I 
have  it  in  my  mind  yet.  There  are  a  good  many  States  that  do  not 
give  their  regulatory  commissions  autnority  to  set  amde  their  aati- 
trust  law  or  the  Federal  antitrust  law. 

Senator  Pomerene.  Of  course  I  don't  know  about  the  situation 
in  your  State,  and  you  do,  Senator,  and  therefore  my  statement  may 
not  be  quite  accurate.  But  if  you  have  a  State  antitrust  law  and  it 
relates  to  intrastate  business  aad  intrastftte  ^prQpco:!^^,  can  we 
control  that  situation  ? 

Senator  Cummins.  We  can  not. 

Senator  Pomerene.  I  don't  think  so  either. 

Senator  Cummins.  We  can  not,  and  thereloxe  thh  bill,  can  aJQiprd 
protection  in  a  great  many  instances. 

Senator  Pomerene.  Yes;  I  think  that  is  true. 

Senator  Cummins.  This  bill  proposes — to  use  a  common  phrase — • 
to  repeal,  or  give  the  Interstate  Commerce  Commission  authority  to 
repeal,  the  antitrust  law  with  respect  to  certain  consolidations. 
Now,  I  think  that  we  have  the  right  to  give  the  Interstate  Commerce 
Commission  the  authority  to  give  immimity  at  least  against  the 
operation  of  the  antitrust  law,  so  far  as  interstate  buyraoeiii:  is 
•concerned. 

Senator  Pomerene.  I  agree  with  you. 

Senator  Cummins.  But  we  can  not  go  any  fortlier  th*^"  that. 

Senator  Pomerene.  I  think  jou  are  right. 

Senator  CuiiMZNa*  And  I  tbink  the  ball  ou^t  to  be  confined  to 

that. 

Representative  Graham.  Well,  Senator  Cummins,  isn't  that  what 
the  bill  really  means  ?   The  bill  proceeds: 

The  cominiflBBon  flhall  also  have  power  and  auihoStyy  to  the  extent  hereinafter 
pro^dded,  upon  sj^pliGatiQn  by  aay  telepbime  eoop^ae^  or  cMBpanicB  jwribjeet  to 

this  act. 

Now,  in  other  words,  doesn't  that  Innit  the  following  language  to 
a  company  or  companies  propwlj  under  the  jurisdiction  of  Cbngress  f 

Senator  Cummins.  But  every  telephone  eompanj  that  does  an 
interstate  business  is  subject  to  the  act. 

Representative  Graham.  Yea. 

Senator  Cumuins.  Now,  the  Interstate  Commerce  Commsiedon  can 
not  at  the  present  time  regulate  interstate  telephone  rates,  and  a 
great  many  of  these  independent  companies  do  an  inten^te  buot^ 
ness,  as  well  as  the  system. 

Mr.  Todd  is  a  lawyer  of  wide  experiwce,  now,  and  suppose  your 
statutes  in  Ohio  have  not  given  to  your  public  utilities  commission 
the  authority  to  give  your  own  compames  immunity  i^amst  the 
operation  of  an  acntitrusi  law  in  your  own  State,  if  younave  one^ 
and  I  assume,  that  being  a  forward  State,  you  have  ? 

Ifr.  TooDD.  We  have  a  very  stringent  antitrust  law. 
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Senator  Cummins.  Now,  then,  we  give  the  Ohio  company  the 
authority  to  apply  to  the  Interstate  Commerce  Commission,  and  it 
does  apply,  and  the  Interstate  Commerce  Commission  grants  the 
authority  that  you  propose. 

Mr.  Todd.  We  never  could  go  to  the  Interstate  Commerce  Com- 
mission. 

Senator  Cummins.  Do  you  thmk  that  that  will  give  you  the 
authority  to  combine  or  consolidate  in  Ohio  ? 
Mr.  Todd.  Absolutely  not;  and  this  bill  does  not  attempt  to  confer 

such  authority. 

Senator  Cummins.  WeD,  I  am  speaking  of  practically.    If  you 
have  an  antitrust  law,  how  can  you  get  rid  of  that  in  Omo? 
Mr.  Todd,  We  can  not  get  rid  of  it,  except  by  action  of  the  State 

of  Ohio. 

Senator  Cummins.  The  l^islature  of  that  State  ?  By  action  of 
the  Legislature  of  the  State  of  Ohio  ? 

Mr.  Todd.  Yes;  by  action  of  the  Legislature  of  the  State  of  Ohio. 

Representative  Hawes.  Senator  Todd,  the  plain  mtent  of 
bill  is  to  assist  a  consohdation  where  it  is  thought  advisable.  ^  It 
removes  the  Federal  restrictions,  and  where  a  State  restiiction 
remains,  that  can  only  be  done  by  the  legislature  of  tiie  State? 

Mr.  Todd.  That  is  all. 

Representative  Hawes.  But  it  ^is  an  opening  wedge  where  it  is 
considered  desirable  by  the  colteifiamty  or  by  the  companies,  16 
consolidate  in  one  line;  that  is  the  effect  of  this  biflf 

Mr.  Todd.  That  is  the  effect  of  it. 

Representative  Hawes.  That  is  all  there  is  to  it. 

Mr,  Todd.  Now,  in  Ohio  we  have  the  Valentine  antitrust  law,  as 
Senator  Pomerene  knows  very  well,  which  woidd  prohil»t  a  con- 
sohdation or  merger  of  the  telephone  compames  in  Omo. 

Senator  Pomeeene.  It  is  practically  the  Sheiman  law  applied  to 

the  State.  -m-      -j.  u 

Mr.  Todd,  It  is  practically  the  Sherman  law,  yes.^  flow,  it  would 
do  that  if  it  were  not  for  the  fact  that  at  the  session  of  tiie  l^is- 
lature  where  you  presided  over  the  Senate  alld  I  had^  the  misfortune 
to  be  a  member,  we  adopted  a  statute  which  autibiorized  specifi<*lly 
a  consolidation  and  merger  of  telephone  companies.  Now,  in  Ohio 
we  have  removed  the  restrictions  of  the  antitrust  laws  of  the  State, 
but  there  still  stand  over  us  in  preventing  the  consdidation  and 
merger  of  telephone  properties  in  Ohio  the  Federal  anti^iist  laii^ 
and  it  is  that  restriction  that  we  are  seeking  to  remove  by  this  bdl. 
Senator  Cummins.  I  see  no  difficulty  about  Ohio,  and  I  have  not 
Bern  any  difficulty  about  the  application  of  this  bill  to  Ohio. 

Mr.  Todd.  None  at  all.  Now  there  may  be  some  States  where 
they  will  not  be  able  to  operate  under  this  bill  because  of  restnctions 
of  State  laws,  and  the  lack  of  a  State  authority.  But  tiiose  are  cases 
that  we  can  not  help.  We  have  attempted  in  this  bill,  thourfi— 
and  I  had  something  to  do  with  the  preparation  of  it— to  provide  a 
bill  that  will  give  us  relief,  and  as  much  relief  as  is  possibte  to  do  m  a 
single  bill,  and  I  don't  think  we  have  ^one  an  inch  farthw  man  to 
give  rehef  from  Federal  antitrust  legislation  in  cases  where  companies- 
that  come  under  the  Interstate  Commerce  act  now  desn-e  to  merge 
or  combine  their  properties,  and  I  don't  think  we  mterfere  with  State 
practice^  or  Stfite  l^ws  or  State  conditions  at  all.    I  know  it  was  not 
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intended  to  do  that,  and  I  don't  think  the  bill  docs  do  that.  But  it 
does  reach  a  situation  where  there  is  grave  doubt  now  as  to  the  legality 
of  certain  transactions,  because  of  the  restrictions  of  Federal  law. 
I  know  that  I  can  not  ad^'ise  the  Ohio  State  Telephone  Co.,  as  its 
counsel,  I  can  not  advise  the  officers  of  that  compan}-  that  if  they  are 
doing  just  purely  an  intrastate  business  that  they  can  consolidate 
or  sell  out  their  property  to  the  Bell,  or  do  anything  else  they  want 
to.  I  would  be  afraid  of  the  penalties  standing  over  them  fixed  by 
the  Sherman  antitrust  law.  But  under  this  ]>ill  that  restriction,  that 
danjrer,  that  thi'eat  is  removed,  and  that  is  all  we  are  seeking  to  do. 
An(l  v/e  tried  to  make  it  so  general  and  comprehensive  that  wherever 
there  is  a  telephone  company  that  would  be  subject  to  restrictions 
and  impositions  of  the  Federal  antitrust  laws  they  can  be  obviated 
under  this  bill. 

Representative  Hoch.'  Mr.  Chairman,  I  would  like  to  ask  a  ques- 
tion right  on  that.  Now,  of  course,  as  has  been  said  here,  this  applies 
and  can  apply  only  to  companies  subject  to  the  act,  which,  of  course, 
are  companies  doing  an  interstate  business,  and  it  provides  that  the 
petitioner  may  fUe  application  for  authorization  to  acquire  the  prop- 
erty of  the  other  company.  Now  let  me  give  you  a  concrete  illus- 
tration from  my  own  State.  Here  is  the  Bell  Co.  and  an  independent 
company  operating  in  my  httle  town.  Th*^  Bell  Co.  could  be  an 
applicant  under  this  law,  because  it  does  an  interstate  business. 

Senator  Pomerexe.  Could  be  what? 

Representative  Hocn.  The  Bell  Co.  could  be  an  applicant  under 
this  law  because  it  does  an  interstate  business.  It  is  a  company 
subject  to  this  act.  But  this  local  company,  this  independent  com- 
pany, organized  solely  by  local  capital,  I  can  not  see  how  in  any  sense 
it  can  be  considered,  prior  to  the  time  of  consolidation,  to  in  anj- 
sense  be  doing  an  interstate  business.  Therefore  in  its  present 
status  as  an  independent  company  it  has  no  right,  under  this  law,  to 
be  an  applicant.  Because  it  is  not  subject  to  this  act.  Now  if  the 
Bell  Co.  wants  to  acquire  the  property  of  th(^  independent  company 
it  could  come  to  the  Federal  jurisdiction,  because  it  could  be  an 
applicant  under  the  terms  of  this  law.  But  suppose  the  independent 
company  desires  to  acquire  the  local  business  of  the  Bell  Co.,  in  what 
way,  under  this  language,  can  that  local  compan}^  be  an  applicant? 

Mr.  Todd.  I  think  in  either  case  bot}i  companies  would  have  to  be 
applicants. 

Representative  Hoch.  Well,  but  there  is  no  provision,  as  I  read 
it  here,  for  a  company  which  desires  to  sell.  This  solely  and  simply 
provides  for  a  company  which  desires  to  purchase.  Now  suppose 
the  Bell  Co,  desires  to  sell,  couldn't  you  extend  this  language  so  that 
the  Bell  Co..  which  in  the  nature  of  things  is  the  only  one  that  can 
be  the  applicant,  could  be  permitted  to  sell  i 

Mr.  MacKinnon.  Being  familiar  with  your  home  situation,  Mr. 
Hoch,  let  me  say  that  that  is  a  local  company  which  you  speak  of ; 
has  no  interstate  business;  they  have  no  toll  Imes  runnmg  out  of  the 
State;  have  no  toll  connections  which  will  enable  them  to  get  out 
of  the  State.  Therefore  they  are  not  subject  to  the  act  to  regulate 
commerce,  and  they  would  only  have  to  comply  with  the  State  laws^ 
eoming  before  your  Kansas  PubUc  Utilities  Commission. 

Representative  Hoch.  Yes;  but  wouldn't  the  BftU  Co.,  if  there  is 
mj  tear  of  iJae  Fedarid  antitrust  law,  hesitate  to  go  into  a  meiger 


«yen  thoueh  the  other  party  to  the  mei^er  is  not  within  interstate 

commerce? 

Mr.  MacKinnon.  Not  if  they  are  going  to  sell  to  the  local  company. 

Representative  Hoch.  That  is  the  legal  question  I  am  asking, 
whether  this  bill  covers  such  a  local  situation,  where  the  local  com- 
pany which  could  not  be  an  applicant,  could  nevertheless  buy  from 
the  JBell  Co.,  which  is  under  the  jiu^isdiction  of  the  law. 

Mr.  Todd.  May  I  answer  that  for  you  ?  If  the  companies,  parties 
to  the  transaction  which  you  refer  to,  are  not  now  subject  to  the 
Pederal  law,  they  are  not  made  so  by  this  bill,  and  they  can  proceed 
whether  this  bill  becomes  a  law  or  not.  If  the  transaction  is  subject 
to  Federal  law  now,  then  with  this  bill  enacted  they  can  proceed 
under  the  provisions  of  this  bill  and  remove  the  restrictions  of  the 
Federal  law.    Now  that  is  all  this  biU  seeks  to  do. 

I  don't  know  whether  the  incident  case  that  you  give  would  come 
under  the  present  Federal  antitrust  le^slation  or  not.  If  I  repre* 
rented  either  company  in  that  transaction  I  would  take  the  precau- 
ti<m  to  advise  them  to  proceed  under  this  bill,  and  be  sure  that  they 
were  not  proceeding  in  violation  of  the  law. 

Representative  I^och.  Well,  but  therein  would  be  the  very  diffi- 
culty, if  I  may  interrupt  you,  because  you  have  made  no  provisions, 
as  I  read  it,  for  proceeding  in  that  sort  of  an  instance.  Would  you 
advise  the  Bell  Telephone  Co.,  which  had  a  proposition  to  sm  to 
the  locid  company,  that  there  was  no  question  about  their  immunity 
under  the  Federal  antitrust  law,  or  if  you  would  advise  them  that 
there  was  some  dai^er  in  that  consolidation,  then  would  you  not 
amend  this  to  provi^  for  sale  as  well  as  for  acquisition  ? 

Mr.  Todd.  I  think  it  is  broad  enough  now  to  meet  all  conditions. 

Representative  Hoch.  Well,  I  am  asMng  for  information.  Possibly 
I  have  not  read  this  law  correctly.  But  as  I  read  the  first  section, 
to  which  you  call  attenticm,  the  applicant  must  be  one  who  seeks  to 
purchase. 

Mr.  Todd.  There  can  not  be  a  sale,  of  course,  unless  tiiere  is  also  a 
purchase. 

Representative  Hoch.  Yes;  but  the  applicant  must  foe  dtiier  the 
purchaser  or  the  seller. 

Mr*  Todd.  Well,  now,  if  your  companv  that  desires  to  become  the 
purchaser  is  not  subject  to  tiie  Federal  law  now,  and  can  make  this 
transactiiftn,  why  tiiey  do  not  need  to  act  under  this  bill,  but  if  they 
are  subject  to  it,  then  they  can  act  under  it,  and  I  think  in  a  case  of 
that  kind  good  practice  would  suggest  that  both  of  them  join  in  a 
joint  application  for  authority. 

Representative  Hoch.  Of  course  that  is  bftsed  upon  the  conten- 
tion, which  may  be  entirely  correct,  that  the  sale  of  the  property  in- 
volved in  no  sense  any  danger  under  the  Federal  antitrust  law. 

Mr.  Todd.  I  don't  know  whether  it  does  or  not,  there.  I  am  tnr- 
ing  to  impress  upon  the  committee  that  I  don't  know  how  far  the 
authority  of  the  antitrust  statute  goes  involving  the  companies,  but 
I  have  got  a  bill  here  which  I  think  would  enable  any  company 
under  any  situation  to  act  without  incurring  the  Uabihties  of  the 
Federal  antitrust  laws. 

Representative  Hoch.  Just  one  more  (question,  Mr.  Todd.  I  don't 
want  to  delay  this,  but  I  want  to  ask  this  question:  If  that  be  true, 
what  harm  could  there  be  for  the  purposes  of  this  act^  or  for  the  gen- 
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eral  public,  to  provide  there  in  line  10:  '^To  authorize  and  approve 
the  acquisition  or  the  sale  by  a  telephone  company  of  the  whole  or 
any  part  of  the  property^'  ? 

Mr.  Todd.  I  don  t  see  that  there  would  be  any  objection  to  that, 
except  when  you  start  to  amend  a  bill  you  have  got  to  study  it 
pretty  carefully  to  know  what  the  effect  of  the  amendment  would  be, 
what  effect  the  amendment  would  have  on  all  parts  of  tlie  bill.  At 
first  glance  I  can  not  see  that  there  would  be  my,  but  there  might 
be  some  that  would  occur  upon  a  closer  study. 

Now,  I  have  been  somewhat  desultory  in* my  talk,  and  I  think  I 
nave  covered  about  all  the  points  I  had  in  mind  to  speak  of. 

If  there  is  anyone  who  has  any  questions  I  would  be  glad  to  answer. 

Senator  Pomerkne.  Are  there  any  furthei-  c[uestions  that  anyone 
wishes  to  ask  Mr.  Todd  ?    If  not,  that  will  be  all.    Thank  you. 

Could  you  suggest  a  time  this  afternoon  that  we  could  take  this 
up,  Mr.  Graham,  and  resume,  if  we  can  not  go  on  now? 

Representative  Graham.  I  think,  gentlemen  of  the  House  sub- 
committee, that  we  ought  to  finish  this  as  soon  as  we  can,  this  joint 
hearing,  because  to-morrow  we  start  in  on  the  soldiers'  reorgpidza^ 
tion  bill,  which  will  keep  us  busy  all  the  time. 

Senator  Cummins.  I  see  Mr,  Benton  is  here. 

Senator  Pomerene.  Can  we  make  arrangement  to  omtinne  now^ 
or  do  you  wish  to  go  to  the  House  now  ? 

Representative  G«aham-  1  suggest  that  we  continue  with  the 

hearing. 

Senator  PoMEJifiNB.  Very  well,  we  will  go  right  on  with  the 

hearing. 

Representative  Graham.  It  would  be  well  to  conclude  if  we  can^ 
Senator  Pomkrene.  We  will  now  hear  Mr.  Benton. 

STATEMENT  OF  MR.  JOHN  E.  BENTON,  GENERAL  SOLICITOR, 
NATIONAL  ASSOCIATION  OF  RAILWAY  AND  UTILITIES 
COMMISSIONERS,  724  EXGHTEEVTH  SI&EET  SW.,  WASH- 

Mr.  Bexton.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
am  the  general  solicitor,  located  in  Washington,  of  the  National 
Association  of  Railway  and  Utilities  Commissioners. 

I  asked  for  an  opportunity  to  make  a  brief  statement  this  morning, 
not  with  the  idea  of  appearing  either  as  a  proponent  or  an  opponent  of 
the  bill,  but  rather  with  the  idea  of  stating  to  what  extent  it  has  been 
called  to  the  attention  of  the  various  commissions  that  make  up  the 
association.  I  will  say  that  some  little  time  ago  the  representative 
of  the  independent  association  here  in  Washington,  Mr.  MacKinnon, 
called  on  me  with  Mr.  Stevens,  and  presented  a  proposed  draft  of  a 
bill.  As  the  biU  was  then  drawn  it  would  have  provided  for  a  pre- 
sentation of  an  application  to  State  commissions  having  jiu*isdiction 
for  authority  to  consolidate,  and  for  the  transmission  of  the  result 
of  the  action  of  the  State  authorities  to  the  Federal  commission,  but 
would  have  left  the  Federal  commission  free  to  make  such  order  6s 
it  saw  fit,  without  regard  to  the  action  of  the  State  authorities. 

I  stated  then  that  I  thought  that  such  a  bill  as  that  was  certain 
to  draw  opposition  from  State  commissions  which  had  be<Mi  author- 
ized to  act  in  this  matter,  and  whidi  had  been  acting  ui>oii  ecNifiGUiri- 
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tions  in  their  own  States.  Upon  inquiry  I  learned  that  so  far  as. 
they  were  able  to  state  they  had  met  with  no  impediments  or  objec- 
tions from  the  various  commissions  in  the  different  States.  It  was 
stated  that  the  purpose  of  this  bill  was  to  secure  immunity  from 
the  provisions  of  the  Federal  antitrust  act. 

Later  on  the  bill  in  its  present  form,  or  substantially  in  its  present 
form,  was  presented  to  me,  and  upon  its  introduction  Mr.  McKinnon 
brought  over  to  me  a  copy  of  it,  and  I  distributed  it  to  the  several 
State  commissions,  sendmg  a  bulletin,  which  I  'wall  read^  to  eacb 
commission  in  the  country.    The  bulletin  is  as  follows: 

Mat  S,  1921. 

consolidation  of  tbuphone  comfani£s. — ^buixbtin  no.  27, 

To  the  Staie  Commi8$ion»: 

S.  1313,  '*A  bill  to  amend  section  407  of  the  transportation  act. " 
T|,T^M     ^  bi"  introduced  by  Senator  Willis,  of  Ohio.   Congressman  Chmliam,  of 
Illinois,  has  introduced  a  like  hill  in  the  House.    It  would  insert  into  section  5  of  the 
interstate  commerce  act,  as  amended  by  the  transportation  act,  a  new  paragraph  to 
be  blown  as  7(a).   Copies  of  the  bill  are  distributed  herewth  to  each  commission. 

The  amendment  proposed  is  asked  for  by  the  Independent  Telephone  Association. 
Kepresentatives  of  the  association  have  been  to  see  me  various  timeo  about  it.  They 
state  that  their  prime  purpose  is  to  enable  consolidation  of  telephone  properties  free 
from  the  restraints  of  the  antitrust  laws.  Paragraph  8,  referred  to  in  the  bill,  authorizes- 
consohdationB  free  from  aU  "restraints  or  prohibitions  by  law,  State  or  Federal  " 
As  originally  proposed,  the  hill  would  have  provided  iat  filing  the  application  in  the 
first  instance  with  the  State  regulatory  body,  but  would  have  left  Fedml  com- 
imssion  full  power  to  make  such  order  as  it  saw  fit  thereafter.  Upon  my  suggestioit 
that  such  a  bill  would  be  likely  to  meet  considerable  opposition  inun  rommimfmt 
exercising  jurisdiction,  the  bill  was  changed  to  its  present  form. 

It  will  be  noted  that,  as  now  proposed,  the  application  for  consolidation  must  be 
made  to  the  State  regulatory  body  having  jurisdiction,  if  any,  and  if  approved  by  such 
body,  and  not  otherwise,  may  then  be  presented  to  the  Federal  commission,  but  if 
there  is  no  State  regulatory  body  having  jurisdiction  the  application  maar  bainade 
in  the  first  instance  to  the  Federal  commission.  ^ 

I  call  ibis  bill  to  the  attention  ef  the  several  conuniflsionB  and  particularly  of  the 
members  of  the  committee  on  State  and  Federal  legislation*  with  the  requeet  that  I 
be  at  once  advised  if  any  objecticm  to  tbe  bill  in  its  pieflent  form  is  perceived. 

John  E,  Bbnton, 

Senator  Pomebeni:.  1^  the  three  States  where  there  are  no  oom^ 
missions  to  whom  did  you  send  the  bufletilit 

Mr.  Benton.  There  are  commissions  in  every  State  except  Del- 
aware. 

Senator  Pomebene.  Some  one  has  said  here  that  there  are  n<me  i& 
Texas,  Delaware,  and  Iowa. 

Senator  Cummins.  There  is  a  commission  in  Iowa,  but  it  does  not 
deal  with  the  tdephcmes. 

Mr.  Benton.  I  sent  it,  not  to  Delaware^  but  to  all  other  commis- 
sions. That  was  only  a  few  davs  ago.  It  will  be  noted  there  has  not 
been  enough  opportunity  for  the  commissions  at  a  distance  to  com- 
municate with  me,  and  it  would  be  considerate,  and  I  think  doubtless 
in  accord  mtix  your  widies,  to  refrain  from  any  report  on  the  bill 
until  such  time  as  I  have  had  a  reasonable  time  to  hear  from  the  com- 
missions, if  any  should  decide  to  interpose  an  objection. 

Senator  Pomerene.  Let  me  be  a  little  impertment.  I  realize  the 
force  of  your  su^estion  as  the  attorney  representing  these  conmiis- 
n0lis,  and  there  is  no  objection  tp  that  at  all.   But  now,  just  let  us 
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hear  what  di)jections,  if  any,  Mr.  Benton^  the  lawyer  and  citizen^  haa 

to  this  bill.  .         *     ,  T_ 

Mr.  Bentox.  Senator,  I  think  that  consolidations  of  telephone 
companies,  where  they  are  occupying  the  sMne  territory,  are  ordiiiarily 
desirable.  I  served  on  a  State  comndssion  for  some  jears,  and  we 
had  full  jurisdiction  w^ith  respect  to^  granting  permission  to  consoli- 
date, and  fix  the  terms  of  consolidation. 

Representative  Graham.  What  State  was  that,  Mr.  Benton? 

Mi\  Bexton.  The  State  of  New  Hampshire.  And  no  application 
for  consolidation  was  ever  made  to  us  that  was  refused.  I  was  inter- 
ested on  being  informed  by  Mr.  MacKinnon,  the  other  day,  that  so  far 
as  he  was  informed  no  State  had— well,  as  I  put  the  question  to  him 
it  was  this :  What  reasonable  application  for  consolidation  have  you 
known  of  in  any  State  which  has  been  refused,  and  he  said  none. 
He  said,  ''We  are  not  seeking  to  get  away  from  the  regulation  of 
this  matter  by  the  several  States,  but  we  are  seeking  to  escape  the 
restraints  of  the  Federal  antitrust  law." 

My  judgment  is  that  the  telephone  is  a  natural  monopoly,  and  while 
I  am  not  speaking  now  directly  of  the  legal  question  wmddL  you  asked 
me— I  will  come  to  that  in  a  moment— I  merely  say  that  so  far  as  I 
am  concerned  I  have  no  hostility  to  consolidation  as  a  general  prop- 
osition, nor  do  I  think  that  the  commissions  of  the  country  have. 

That  indicates,  in  a  general  way,  my  personal  view  about  it,  and 
my  knowledge,  so  far  as  I  have  knowledge,  of  the  attitude  of  the  com- 
missions generally.  ^  ,  -  i  •   •     i.    i  i.  i 

So  far  as  the  first  paragraph  is  concerned,  I  thmk  it  is  absolutely 
right.  It  provides  for  an  application  to  th(^  State  commissions,  and 
thereafter  to  the  Federal  commission.  I  believe  that  both  are  neces- 
sary in  every  instance  where  it  is  proposed  to  consolidate  competing 
properties,  for  every  telephone  that  sends  an  interstate  message  is 
subiect  to  the  act.  ^Maybe  there  might  be  some  dispute  about  that, 
and  a  very  able  attorney  might  say  that  he  did  not  know  how  far  the 
Federal  jurisdiction  extended,  and  in  this  possibly  it  is  a  little  un- 
certain. But  everv  good  lawyer  would  say.  as  the  witness  who  pre- 
ceded me  said  he  would  sav,  that  he  would  advise  his  clients  to  comply 
with  the  provisions  of  this  bill  for  consolidation,  if  consolidation  was 
intended,  and  of  course  he  would.  ^  ^ 

Now,  the  interstate  commerce  act  provides  that  the  provisions  of 
this  act— I  am  reading  now  from  section  400  of  the  transportation 
act,  which  amended  section  1,  [Reading;] 

(1)  That  the  provisions  of  this  act  shall  apply  to  ronimon  carriers  engaged  in- 
fo^ The  transmission  of  intelligence  by  wire  or  wireless  from  one  State  or  Territory 
of  the  United  States,  or  the  District  of  Columbia,  to  any  other  State  or  Temtory  of 
the  United  States,  or  the  District  of  Columbia,  or  from  CH^  place  in  a  Tomory  « 
another  place  in  the  ewme  Tenitfflry — 

The  Territories  are  subject  to  the  jurisdiction  of  Congress,  anywfty— 

or  from  any  place  in  the  United  States  through  a  foreign  country  to  any  other  place 
in  the  United  States,  or  from  or  through  any  place  in  the  United  States  ^  from  a 
foreign  country,  but  only  so  far  as  such  transportatMm  or  traosmwoo  takes  plaee 
witmn  the  Umted  States. 

Now,  every  message  that  goes  across  a  State  Hne  into  a  local  com- 
pany's office,  and  goes  to  a  subscriber  there,  is  an  interstate  message, 
and  although  the  hnes  of  that  property  may  be  wholly  within  the 
State,  that  transnussion  is  interstate  transmission  and  is  subject  to 
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the  provisions  of  the  act  and,  so  far  as  lliat  transmission  is  concerned, 
that  company  is  subject  to  the  act  and  must  come  in  as  a  petitioner 
if  it  is  proposed  to  act  under  the  provisions  of  this  l)ill.    So  that  to 
secure  relief  under  the  Federal  antitrust  act,  I  think  they  must  come 
here,  aad  I  think  that  the  Federal  Government  does  not  liave  now, 
and  I  trust  it  will  not  have  after  the  Supreme  Court  decides  the  Wis- 
consui  case,  the  right  to  regulate  every  activity  and  every  action  of 
a  State  corporation,  merely  because  it  does  some  interstate  business. 
So  I  say  that  the  first  part  of  the  act,  which  provides  for  getting  the 
authority  of  the  State  and  the  authority  of  the  Federal  Government 
seems  to  me  to  be  just  right.  * 
The  second  part  of  the  act  I  never  have  expressed  an  opinion  upon. 
I  have  not  made  any  objection  to  it  to  Mr.  MacKinnon    When  he 
talked  with  me  about  it  the  last  time  before  sending  out  this  bulletin 
and  when  he  brought  me  the^ct,  that  effect  of  it,  which  I  now  speak 
of,  had  not  occurred  to  me.    I  say  that  in  frankness  and  fairness  to 
him  so  that  it  will  be  observed  by  Ixim  and  bv  the  committee  that  I 
am  not  now  suggesting  something  which  I  suggested  at  the  time  we 
were  talkmg  together.    If  I  had  suggested  it  then,  it  is  possible  that 
the  second  part  of  the  act  would  have  been  so  framed  as  to  meet  the 
su^estion  I  am  now  making.    At  any  rate,  I  shoukl  have  done  it, 
andTI  am  now  calling  attention  to  it,  as  1  did  in  the  bulletin  which  I 
sent  to  the  State  commissions.    It  will  be  noted  there  that  I  calkMl 
attention  to  the  fact  that  the  bill  in  States  where  tliere  is  no  reguhi- 
tory  body  having  jurisdiction  over  these  organizations,  authrrrizcs 
the  presentation  to  the  Federal  commission  and  provides  thnt  upon 
securing  authority  from  the  Federal  commission  the  consolidation 
may  take  place,  free  from  the  restraints  of  the  antitinist  laws  or  auv 
other  laws,  State  or  Federal. 

A  ^^^'JL^^^  ^*  overlooked  that  that  is,  in  fact,  what  it 

does.  The  last  part  of  the  act  will  do  more  than  the  gentlemen 
sitting  around  tiie  board  here  have  indicated  that  they  understood 
the  intent  of  it  to  be,  and  more  than  the  witnesses  who  have  appeared 
here  for  the  telephone  comoanies  have  any  wish  for,  accorchno-  to 
statements  made  thus  far.  It  suspends,  not  only  the  Federal  antitrust 
act,  but  it  siis^Mmds  any  State  laws  that  there  may  be  forbidding 
consohdation.  I  call  attention  to  that  provision  of  it.  It  escaped 
tiie  attention,  doubtless,  even  of  those  who  drafted  the  measure. 
It  dOOT  not  set  out  in  the  bill  the  specific  language,  but  attempts 
to  make  use  of  certain  provisions  with  reference  to  railroads  wliich 
are  already  in  the  act.    It  provides  that — 

In  a  case  instituted  before  it  by  either  of  the  above  methods^ 

That  is,  either  through  the  State  commission,  where  there  is  a 
htate  commiaauHi,  ot  diroctlj,  where  there  is  no  State  commission— 

y  the  wnumMonahaUfind  that  the  proposed  transaction  will  be  in  the  pul)lif'  interest 
It  B&aU  ^ter  an  ord«r  approving  mi  authorizuig  tihe  acquisition,  and  thereupon 
afiected  bTs^^^^  Sr^'**^  8  of  ttu»  mKtim  OmU  extend  to  the  telephone  companies 

Paragraph  8  there  referred  to  reads  as  follows— it  is  found  iu 
section  406  id  the  transportation  act.   fReadmg :] 

(8)  The  cwri^  affected  by  any  order  made  under  the  foregoinir  proA  isions  of  this 
flection  and  any  corDoraUon  organized  to  effect  a  consolidation  approved  and  author- 
ized in  Buch  order  ibaSl  be,  and  ihey  aie  hmhy,  reUeved  bom  lL  opemtion  of  tibe 
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antitrust  laM-s/'  as  desiirnated  in  section  1  of  the  act  entitled  *'An  act  to  supplement 
existing  lau's  against  unlawful  restraints  and  monopolies,  and  for  other  purposes  " 
approved  October  15,  1914,  and  of  all  other  restraints  or  prohibitions  by  law  State 
or  Ijederal,  m  so  far  as  they  naay  be  necessary  to  enable  them  to  do  anything  author- 
ized or  required  by  any  order  made  under  and  pnnnant  to  the  fc^^going  j^visions 
oi  tuls  section* 

Senator  Cdmmins.  What  section  are  you  reading  ? 
Mr.  Benton.  I  am  reading  section  8,  on  page  29. 
Senator  Cummins.  That  is  section  407,  then,  instead  of  section  406 
You  said  section  406. 

Mr.  Benton.  That  is  rkht.  Senator;  I  thank  you. 
Mr.  Graham.  Paragraph  8  ? 

Mr.  Benton.  Paragraph  8,  as  it  appears  in  the  print  of  the  trans- 
portation act. 

Answering  the  Senator's  question,  as»to  what  I  say  about  it  as  a 
lawyer,  I  see  a  great  objection  to  Congress  attempting  to  set  aside 
the  antitrust  laws  of  Texas,  for  example.  Texas  is  an  empire  by 
iteelf.  That  is  beside  the  point,  however.  It  is  a  sovereign  State 
of  the  Umon,  and  has  a'  right,  I  think,  to  exercise  its  constitutional 
lights  and  powers  free  from  the  enactments  of  Congress  interferin*' 
with  or  in  any  way  attempting  to  restrict  them.  In  view  of  our 
pohtical  customs  and  the  whole  genius  of  our  institutions,  Congress 
ought  to  refrain  from  attempting  to  impose  its  will  with  respect  to 
mtrastate  operations  in  the  several  States  of  the  Union. 

What  I  understand  is  desired  is  to  provide  legislation  here  which 
^aJl  enable  the  companies  desiring  to  consolidate,  to  consohdate 
free  from  the  restraints  of  the  Federal  antitrust  law. 

That  second  part,  it  would  occur  to  me,  might  well  be  recast  as  a 
separate  section,  and  provide  that  where  a  State  does  not  provide  a 
i^ulatory  body  to  exercise  the  power  of  releasing  for  any  State  from 
me  restraint  of  State  laws,  the  application  may  be  made  to  the 
Federal  Conumssion,  and  the  Federal  Commission  may  make  an  order 
authorudng  a  consolidation  free  from  any  restraints  of  the  Federal 
antitrust  laws,  but  not  attemptmg,  by  force  of  the  Federal  statute,  to 
anmhilate  the  State  laws. 

Senator  Pomerene.  Your  objection  then  could  only  apply  to  the 
States  of  Texas,  Delaware,  and  Iowa,  I  assume  ? 
^  Mr.  Benton.  I  am  not  familiar  with  the  situation.  My  impression 
IS  that  It  will  be  found  that  there  are  some  other  States  that  have  not 
as  yet  given  to  their  local  commissions  authority  to  authorize  con- 
solidations. 

Whether  in  those  States  there  is  anything  in  the  law  that  would 
prevent  consolidation,  I  do  not  know.  My  impression  is  that  there  is 
something  that  would  prevent  consolidation  in  Texas.  I  do  not  know 
that  there  is  anything  that  would  prevent  xionsoHdation  in  Iowa. 
My  thought  is  that  it  is  enthely  right  and  proper  that  the  Federal 
Government  should  provide  the  means  whereby  companies  desiring 
to  consolidate  may  do  so  upon  receiving  authority  from  some  proper 
board  free  from  the  restraints  of  the  Federal  antitrust  laws,  leaving 
the  companies  to  receive  such  authority  as  is  provided  for  by  t^ 
several  States  from  those  States.  My  thought  is,  if  there  is  a  State 
that  has  forbidden  consoUdation,  it  is  better  to  leave  the  companies 
to  take  It  up  with  that  State,  then  for  the  Federal  Goverament  to 
compel  by  this  act. 
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Repres^tative  Gbaham.  Let  me  ask  a  question  at  this  place:  Tou 
called  attention  to  paragraph  (8).  Paragraph  (8),  of  section  407, 
where  it  attempts  to  relieve  from  the  op^ation  of  the  antitrust  laws, 
means,  of  course,  Federal  antitrust  laws,  doesn't  it? 

Mr.  Benton.  I  assume  that  is  what  it  means. 

Representative  Graham.  It  could  not  mean  State  laws.  Now,  you 
may  be  right  about  this,  and  if  you  are,  of  course  the  bill  ought  to  be 
rewritten,  but  I  am  curious  to  know  just  how  you  arrive  at  that 
conclusion.    The  latter  part  of  this  bill  says: 

In  a  ease  instituted  before  it  by  either  of  the  above  methods,  if  the  commission  shall 
find  that  the  proposed  txanaaction  will  be  in  the  public  interest,  it  shall  enter  an  order 
approving  and  authorizing  the  acauisition,  and  hereupon  the  provisions  of  paragraph 
(8)  of  this  section  diaU  ext^id  to  me  teleptume  cmnpajiieB  affected  by  such  oider. 

That  is,  that  under  the  provisions  of  paragraph  (8)  they  are 
exempted  from  the  operation  of  the  Federal  antitrust  laws;  now, 
how  does  that  interfere  in  any  way  with  the  operation  of  the  State 
antitrust  laws? 

Mr.  Benton.  Because  in  paragraph  (8)  it  also  says: 

And  of  all  other  restraints  or  prohibitions  by  law,  State  or  Feda»l. 

Representative  Graham.  Oh,  I  see. 

Mr.  Benton.  I  do  not  beUeve  that  is  what  they  are  aiming  at.  I 
do  not  believe  it  is  necessary  to  have  it,  unless  there  might  be  two  or 
three  States  where  they  would  like  to  have  it. 

Representative  Gbaham.  What  do  you  have  to  say  about  the 
validity  of  that  new  act  itself  ? 

Mr.  Bbnton.  This  entire  act  ? 

Representative  Gbaeam.  Yes. 

Mr.  Benton.  I  will  say  that  that  will  not  be  admitted  by  some 
States  until  the  Federal  Supreme  Court  has  said  it  is  proper. 

Representative  Gbaham.  The  same  argument  that  applira  to  tele- 
phone companies  applies  to  railroad  companies,  doesn't  it  ? 

Mr.  Bemton.  In  my  judgment,  it  ought  not  to  be  in  that  law  in 
that  form.  Where  a  State,  for  example,  authorizes  a  railroad  to 
biiild  from  A  to  B  within  the  State,  I  question  whether  the  Federal 
€k)vernment  ought  to  attempt  to  say  to  tiie  State  that  notwith- 
standing its  attempt  to  restnun  that  corporation  from  consolidating 
with  some  other,  perhaps,  competing  line,  nevertheless  it  shall  be 
consolidated. 

But  that  is  in  the  law  with  respect  to  rail  carriers.  Rail  carriers 
do  differ  in  important  respects  from  tdephone  lines,  and  my  thought 
is  tiiat  even  if  there  was  a  situation  existing  when  the  Esch-Cunmiins 
biU  was  passed  which  led  the  Federal  Congress  to  think  that  it  was 
good  policy  to  exercise  that  authority  as  to  raihroad  companies,  it  is  a 
totally  different  proposition  if  you  come  to  deal  with  the  laws  of  the 
State  of  Texas,  for  example,  or  other  States  as  to  telephone  companies. 

Representative  Graham.  It  is  not  different  in  principle,  is  it  ? 

Mr.  Benton.  I  have  answered  that  I  do  not  tnink  it  is  different, 
but  the  facts  are  so  different  that  it  might  make  a  difference  in 
l^islative  action.^  It  is  true  that  a  slight  percentage  of  the  tele- 
phone business  is  interstate;  it  is  true  that  a  very  large  percentage  of 
the  rail  business  is  interstate.  But  when  you  have  got  the  principle 
established  it  applies  everj^here.  For  example,  tke  Long  Island 
Railroad  is  an  intrastate  railroad  on  the  island  of  Long  Island;  less 
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than  5  per  cent  of  its  business  is  interstate*  Nevertheless,  every 
passenger  rate — and  it  is  mainly  if  not  wholly  a  passenger  railroad — 
every  passenger  rate  is  fixed  by  the  Interotate  Commerce  Commission, 
and  that  wimout  r^ard  to  the  return  being  made  on  the  investment 
under  section  15  (a)  ,  and  fixed,  too,  because  the  commission  thought 
they  ought  to  be  raised  the  same  percentage  they  had  &sced  them  in 
ex  parte  74 — I  mean,  without  any  idea  as  to  ihb  reasonableness  of 
those  particular  rates. 

Construing  what  the  Congress  said  in  section  13  (4) ,  the  commission 
has  raised  francMse  fares  within  municipalities  in  Ohio  on  what  is 
stoictly  a  street  rMlway  business — ^cept  that  ihe  railway  happened 
to  be  hitched  up  from  town  to  town — m  the  exercise  of  l^isaiction 
based  on  a  finmng  that  the  State  rates  were  too  low.  They  fixed 
them  higher.  That  encroached  upon  the  jurisdiction  which  you 
have  heretofore  allowed  the  States  to  ex«t5ise. 

Representative  Graham.  Then,  Mr-  Burton,  if  thb  bill  were  re- 
stricted to  States  having  a  public  utility  commisdon  and  having 
jurisdiction  over  the  matter,  and  restricted  to  those  States  alone, 
then,  in  your  judgment,  it  would  be  a  proper  exercise  of  congressional 
judgment? 

Mr.  Benton.  It  would  be  entirely  proper,  and,  Mr.  Congressman,  I 
should  say  that  I  see  no  reason  wny  you  should  restrict  it  that  far, 
provided  you  do  not  attempt  to  set  aside  State  laws^ 

Representative  Graham.  That  could  be  limited  in  this  bill  by  a 
proviso,  I  imagine. 

Mr.  Benton!  Of  course,  it  could  be  easily  taken  care  of  bv  a  slight 
amendment.  As  it  is  now  drawn,  attempting  to  use  tne  words 
already  in  the  act  with  reference  to  raiboads,  it  specifically  attempts 
to  or  does  set  aside  State  laws.  There  is  a  specific  provision  in 
Texas — I  have  not  heard  from  Texas  yet,  and  do  not  know  what — — 

Mr.  Todd  (interposing).  When  you  do  hear  from  it  you  will  find 
they  have  a  statute  requiring  consolidation. 

Mr.  Bentox.  I  have  in  mind  their  antitrust  act. 

Mr.  TooD.  The  latter  act  would  repeal  that  as  to  telephone  com- 
panies. 

Mr.  Benton.  There  may  be  such  a  statute.  But  I  do  not  believe 
there  is  one  exempting  trusts  and  monopolies.  The  reason  I  happen 
to  know  something  ^out  that  constitutional  provision  is  because 
I  had  occasion  to  examine  it  in  connection  with  railroad  rates,  and 
my  impression  is  that  it  does  apply. 

But  I  want  to  make  clear  that  I  have  distributed  the  circular, 
and  thus  far  I  have  not  received  any  coistmunication  that  any  com- 
mission is  opposed  to  it.  I  shoidd  not  have  gone  into  this  as  fully 
if  the  Senator  had  not  asked  me  my  objection  to  it,  or  what  objection 
I  had  to  it  as  a  lawyer.  My  objection  to  it  is  that  it  is  an  attempt 
to  set  aside  State  laws. 

Senator  Cummins.  Mr.  Benton,  you  may  have  overlooked  one 
very  important  distinction  in  section  407  between  "conlarol"  and 
'^consolidation.''  It  may  be  material  here,  and  I  think  the  record 
ought  to  be  probably  kept  straight.  Paragraph  (1)  and  para- 
graph  (2)  of  section  407  relate  particularly  to  pooling  of  earnings  or 
division  of  earnings^  or  to  control  through  lease  or  purchase  of  stock. 
But  it  is  expressly  provided  in  section  2  in  these  words:  "or  m  any 
other  manner  not  involving  the  consolidation  of  such  carriers  into  a 
single  system  for  ownership  and  operation." 
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Now,  when  we  come  to  paragraph  (4)  of  that  section^  you  will  note 
that  it  is  provided  that  it  became  the  duty  of  the  commission,  imme- 
diately upon  the  passage  of  the  act,  to  prepare  and  publish  a  plan  of 
consolidation — consolidation  as  distinguished  from  contojl  through 
lease  or  stock  ownership,  and  that  plan  must  be  a  competitive  plan; 
it  must  not  eliminate  competition  as  between  carriers.  And  when 
you  come  then  to  the  paragraph  that  you  quoted  or  paragraph  (c) 
it  is  provided : 

(c)  Whenever  two  or  more  carriefB  "pictpom  a  coosolidatiou  under  this  section— 

Now,  that  is  not  the  community  of  interest  which  might  be  brought 
about  by  paragraphs  (1)  and  (2) — 

they  shall  present  their  appUcatioa  therefor  to  the  commiflBioii,  and  thereupon  the 
commission  ahaU  notify  the  governor  of  each  State  in  which  an>-  ]^art  of  the  properties 
sought  to  be  consolidated  is  situated,  and  the  carriers  involved  ia  the  proposed  con- 
solidation, of  the  time  and  place  for  a  public  hearing. 

And  so  forth.  Then  the  power  of  the  commission  is  expressed 
in  this  way: 

If  after  such  hearing  the  commission  finds  that  the  public  interest  will  be  promoted 
bv  the  consolidation  and  that  the  conditions  of  this  section  have  be*  n  or  will 
fulfdled.  it  mav  enter  an  order  approving  and  authorizine  such  consohdatiou,  v^ith 
auch  modifications  and  upon  such  terms  and  conditions  as  it  may  prescribe — 

And  so  forth.  The  law  expressly  provides  that  these  consolida- 
tions must  be  in  harmony  with,  and  in  furtherance  of  the  plan, 
adopted  by  the  commission,  and  that  plan  is  a  competitive  plan. 
Now,  you  do  not  understand  that  that  is  sought  by  this  bill? 

Mr.  Benton.  No.  Of  course,  that  is  an  additional  safeguard 
which  the  Congress  adopted  with  respect  to  raiboads. 

Senator  Cummins.  Well,  under  the  terms  of  this  bill,  if  consolida- 
tions are  sought,  they  would  hare  to  be  upon  a  competitive  plan. 

Mr.  Benton.  Yes. 

Senator  Cummins.  Now,  I  take  it  that  none  of  those  who  were 
interested  in  this  matter  want  to  see  any  such  Qualification  as  that. 

Mr.  Benton.  Senator,  it  is  to  get  away  from  the  results  of  compe- 
tition in  this  particular  line  that  many  of  these  consolidations  are 
taMng  place.  Generally  speaking,  the  commissions  grant  authority, 
tf  apmied  to,  with  public  approvd,  because  the  people  have  begun  to 
feel  ttie  burden  of  carrying  two  telephones  to  reach  the  people  that 
they  desire  to  reach  in  a  smgle  community. 

Senator  Cummins.  Yes. 

Mr.  Benton.  And,  of  course,  as  I  said  in  the  beginnmg,  telephones 
are  a  natur^  monopoly,  because  

Senator  Cummins  (interposmg).  Personally,  I  am  in  sympathy 
with  that  thought  to  eliminate  m  competition  in  a  given  locahty- 

Mt.  Benton.  Yes. 

Senator  Cummins.  There  may  be  a  certain,  broad,  compreh^isive 
competition  in  the  standard  of  sCTvice;  but  you  seemed  to  assume 
that  this  bill  could  be  applied  accurately  to  a  raihroad  case.  I  do 
not  think  it  can  be. 

Mr.  Benton.  No;  I  don't  know  as  I  made  myself  clear.  I  merely 
referred  to  the  fact  that  it  sought  to  use  some  of  the  language  which 
you  used  about  railroads,  and  that  it  resulted  in  accomplishing 
something  that  you  did  not  aim  at.  What  they  are  here  for  is  asking 
immunity  from  the  Fed^al  antitnist  laws,  but  actually  to  bring  that 
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about  as  now  provided  might  result  in  the  Interstate  Commerce 
Commission  making  a  certificate  which  would  operate  to  set  aside 
the  constitutions  of  some  States.  .  ■  i 

I  do  not  know  that  that  matter  wiU  draw  opposition  from  a  smgle 
State  commission.  If  a  commission  is  not  fflven  jurisdiction  over 
telephones,  they  may  say  it  is  not  their  job.  But  entffeljr  aside  from 
that,  if  there  was  not  a  person  suggesting  any  opposition  to  it,  1 
think  Congress  ought  to  keep  clear  the  distinction  between  reliM 
from  Federal  laws  and  relief  from  State  laws  and  constitutions.  I 
do  not  believe  the  telephone  companies  are  goin^  to  have  any  diffi- 
culty, as  I  said  to  Mr.  McKinnon  and  Mr.  Stevens,  m  getting  authcwnty 
to  consolidate  from  the  States.  I  do  not  know  of  a  single  case  where 
they  have  been  refused  that  authority.  But  if  there  is  a  State  or 
two,  it  is  a  good  deal  better  to  let  the  people  of  that  State  change 
their  laws,  than  for  the  Federal  Government  to  change  them  for 

them.  •     -1   i  J 

Representative  Huddleston.  Mr.  Benton,  I  imagme  that  a  good 
many  of  these  telephone  companies  have  obtamed  franchises  from 
municipalities,  and  in  many  instances  they  are  required  to  assrane 
duties,  by  the  municipalities,  such  as,  for  illustration,  to  fuanish  a 
certain  number  of  telephones  free  of  charge  for  the  city  authorities. 
There  are  many  other  burdens  which  they  have  assumed  m  taking 
these  franchises.  Now,  what  effect  would  this  statute  have  on  a 
thing  of  that  kind?  , 

Mr.  Benton.  I  can  not  see  that  it  would  have  any  effect.  If  a 
company  is  combined  with  another,  I  should  think  the  contract 
would  be  binding  upon  the  consolidated  companies. 

Representative  Huddleston.  Yes;  where  there  is  a  purchase,  and 
where  there  is  a  consolidated  company.  In  other  words,  it  authorize 
a  sale  of  their  lines,  exchanges,  etc.  And  under  this  statute,  will 
the  purchaser  take  them  freed  from  those  obligations  ? 

Mr.  Benton.  That  is  a  serious  question  which  I  would  rather  not 
pass  on.    I  should  hesitate  to  say  they  do  not. 

Senator  Pomerene.  The  grant  would  be  subject  to  all  the  condi- 
tions of  the  franchise.  n   v    r      i  • 

Representative  Huddleston.  It  may  not  take  all  the  francluses, 

but  merely  the  physical  property  of  the  company. 

Senator  Pomebene.  If  that  is  true,  the  new  company  would  not 
have  a  right  to  operate. 

Representative  Huddleston.  It  may  have  a  franchise  ol  its  own; 
it  may  operate  under  its  own  franchise,  and  it  may  not  need  the 
franchise  of  the  old  company.    I  happen  to  know  a  case  of  that  kind. 

Senator  Pomerene.  If  that  were  true,  would  that  not  be  taken 
care  of  by  the  local  utilities,  or  the  companies  themselves,  when 
they  come  to  make  a  contract? 

Representative  Huddleston.  I  do  not  understand  that. 

Senator  Pomerene.  I  understand  in  all  the  States  except  the  three 
referred  to  there  is  a  public  utilitv  commission;  don't  you  think  they 
would  take  care  of  that,  to  see  that  the  localities  were  cared  for  ? 

Representative  Huddleston.  That  might  be  so. 

Senator  Pomebilnb.  Isn't  it  pretty  safe  to  say  they  will  take  care 

of  that  matter  I  ,         x  ,  -  i  w  * 

Representative  Huddleston.  I  thmk  not;  I  think  we  ought  to 

take  eaate  ot  that. 
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Representative  Graham.  Isn't  that  entirely  a  State  matter  ? 

Representative  Huddleston.  Not  at  all,  any  more  than  the  whole 
thing  is  a  State  matter. 

Representative  Graham.  How  does  the  authorization  or  order 
waive  the  Federal  antitrust  provision,  which  is  all  this  purports  to 
do;  how  does  that  affect  the  contractual  relations  betw(;en  the 
public  and  the  company?  I  have  some  cases  in  my  own  State  in 
mind,  but  there  the  courts  have  held  

Representative  Huddleston  (interposing).  I  answered  Senator 
Pomerene  that  I  did  not  think  it  would  be  safe  to  leave  it  to  the 
public  utilities  commissions.  It  seems  to  me  it  might  affect  them 
seriouslv,  unless  we  made  a  specific  provision. 

Representative  Hawes.  Can  any  acts  of  this  Congress  either  sus- 
pend or  lessen  the  rights  of  the  company  in  its  franchises  ? 

Representative  Huddleston.  Yes;  section  408  of  the  transporta- 
tion act  of  1920  pretends  to  do  so.  Whether  it  does  or  not,  I  do  not 
know. 

Representative  Hawes.  I  do  not  believe  it  does. 
Senator  Pomerene.  Are  there  any  further  questions?  f After  a 
pause.]    If  not,  we  will  hear  Mr.  Stevens.  . 
(Mr.  Benton  later  submitted  the  following  letter  in  support  of  his 

May  11,  1921. 

Hou.  Atlee  Pomerene, 

UnUed  States  SenaU,  Washington,  D.  C. 
Dear  8ik:  At  the  hearing  befcwre  the  joint  committee  on  S.  1313  I  was  asked  for  an 
expreesion  of  my  opinion  as  to  the  power  of  Congress  to  authorize  consohdations  in 
defiance  of  State  laws.    In  support  of  what  I  then  said  I  would  call  attention  to  the 
opinion  of  the  United  States  Supreme  Court  in  LouisviUe  *ic  Nashville  Railroad  r. 

Kentucky  (161 U.  S.,  677,  701).  .  ,    «      .     .      ,  «r    ^  ,     .  u-^^- 

In  that  case  the  validity    section  201  of  the  Conafatution  of  Kentucky,  forbidding 

consolidation  of  competir^  raihxiadB,  was  in  question,  the  proceeding  being  one  in 
which  the  State  sought  an  injunction  to  prevent  the  acquisition  of  a  competing  line. 
It  was  claimed  that  the  section  operated  as  an  infringement  upon  the  power  of  (^ougress 
over  interstate  commerce.   I  quote  the  opinion  in  part:  ,  .    .«  • 

"But  little  need  he  eaid  in  answer  to  the  final  contenUon  of  the  plaintiff  m  error 
that  the  assumption  of  a  right  to  forbid  the  consolidation  of  parallel  and  compeUng 
lines  is  an  interference  with  the  power  of  Congress  over  interstate  commerce  The 
same  remark  mav  be  made  with  respect  to  all  police  regulations  of  mtersUte  railwavs. 
All  such  regulations  interfere  indirectly,  more  or  less,  with  commerce  between  the 
States,  in  the  fact  that  they  impose  a  bniden  upon  the  instruments  of  such  commerce 
and  add  something  to  the  costtrf  tomspmrtation  by  the  expense  incurred  m  conforming 
to  such  regulations.  These  are,  however,  like  the  taxes  imposed  upon  railways  and 
their  rolling  stock,  which  are  more  or  less,  according  to  the  policy  of  the  State  within 
which  the  roads  are  operated,  but  are  still  within  the  competency  of  toe  legislature 
to  impose.  It  is  otherwise,  however,  with  respect  to  taxes  upon  theu  franc  hises  and 
receipts  fiom  interstate  commerce,  which  are  treated  as  a  direct  burden.  There  are 
certain  intimations  in  some  of  our  opinions  which  might,  perhaps,  lead  to  an  inferen(»e 
that  the  police  power  can  not  he  exercised  over  a  subject  ( onhiied  exclusively  to 
Congress  bv  the  Federal  Constitution.  But  while  this  is  true  with  respect  to  the 
commerce  Itself ,  it  is  not  true  with  respect  to  the  instrumentsof  such  commerce. 

**It  has  nev^  been  supposed  that  the  dominant  powar  of  Congress  over  interstate 
commerce  took  from  the  States  the  power  of  legislation  with  respect  to  the  instruments 
of  such  commerce,  so  &ur  as  the  legislation  was  within  its  ordinary  pohce  powers. 
Nearly  all  the  railways  in  the  country  have  been  constructed  under  State  authority, 
and  it  can  not  be  supposed  that  they  intended  to  abandon  their  power  over  them  as 
soon  as  Ihey  were  fimshed.  The  power  to  construct  th«n  involves  nec^nly  the 
power  to  impose  such  regulati<»ifi  upon  their  operation  as  a  sound  regard  for  the  in  terests 
of  the  public  may  seem  to  render  desirable.  In  the  division  of  authority  wiiii  respect 
to  interstate  railways  Congress  reserves  to  itself  the  suoerior  right  to  control  their  com- 
merce and  forbid  interference  there^^ith;  while  to  the  States  rmams  the  power  to 
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czeate  and  to  regulate  the  instruments  of  such  commerce,  so  far  as  necessary  to  the 

conservation  of  the  public  interests. 

'  If  it  l>e  assumed  that  the  States  have  no  right  to  forbid  the  consolidation  of  com- 
peting lines,  because  the  whole  subject  is  witnin  the  control  of  Congreas,  it  would 
necessarily  follow  that  Congreas  would  have  the  power  to  authorize  such  consolidation 
in  defiance  of  State  legislation— a  proposiiicHi  which  only  needs  to  be  stated  to  demon- 
strate its  unsoundness.   *   *  * 

'  While  th'i  constitutional  power  of  the  State  in  this  particular  has  never  been 
formal!  v  passed  uix>u  by  this  court,  the  power  of  State  legislatures  to  impose  this 
restriction  upon  the  general  authority  to  consolidate  has  bem  recognized  in  a  ntonber 
of  cases.    *   *  * 

The  power  to  forbid  su<  h  inirchase  or  ccnsolidatiori  with  compoting  lines  has  been 
direcTlv  upheld  in  a  laroe  number  of  cases  in  the  State  courts,  in  some  of  which  cases 
a  violaiicn  of  the  commerce  clause  was  suggested  and  in  others  it  was  not.  *  *  * 
In  conclusion  we  are  of  opinion.  *  *  * 
•'That  *  *  *  section  201  of  the  coiistitution  of  1S91  was  a  le^ntimate  exen  ise 
of  the  poVire  power  of  the  State,  and  forbade  such  consolidation,  at  least  so  far  as  such 
power  remained  unexe^'uicd.'* 

If  tlie  reporter  s  trans*  rip t  has  not  already  gone  to  the  printer,  I  should  be  pleased 
to  have  this  letter  made  a  part  of  the  hearing. 

Yours,  vary  tanly,  ^       ,  >  , 

John  E.  Benton,  General  6olmtor, 

STATEMENT  OF  MR.  FREDERICK  C.  STEVENS,  COUNSEL  OF 
THE  UNITED  STATES  INDEPEKDEUT  TELEPHONE  ASSO- 
CIATION, ST.  PAUL,  MINN. 

Mr.  Stevens.  Mr.  Chairman  and  gentlemen  of  the  committee  I 
represent  the  United  States  Independent  Telephone  Association  as 
counsel. 

It  seems  to  me  the  eaaie«t  way  is  to  briefly  state  the  history  of  the 
antitrust  law  and  interstate  commerce  law  as  applied  to  the  tele- 
fdione  industry,  and  that  will  answer  niany  queries  that  you  gentle- 
men have  asked. 

The  original  reference  to  telephones  in  the  interstate  commerce 
laws  was  in  the  interstate  commerce  act  of  1910,  in  which  it  covered 
telephones  and  telegraphs.  The  Interstatr^  Commerce  Commission 
at  once  instituted  an  investigation  to  ascertain  the  scope  of  the  act, 
and  in  some  sort  of  an  order,  I  think  about  1911  or  1912— Mr.  Benton 
may  remember  more  clearly  than  I — held  that  the  original  pro- 
visions of  the  commerce  act  respecting  telephones  applied  to  sections 
1,  3,  15,  and  20  of  the  old  interstate  commerce  act.  And  this  com- 
mittee— say  this  committee,  because  you  gave  particular  attention 
to  it — in  framing  your  transportation  act  of  1920,  endeavored  to 
preserve  the  telephone  act  exactly  as  it  was,  not  to  diminish  it  in 
any  way,  or  to  particularly  extend  it.  You  endeavored  to  preserve 
the  act  as  it  was  so  far  as  telephones  are  concerned,  and  the  pro- 
visions of  those  sections  should  apply  as  formerly.  Section  2  pro- 
hibits rebates.  Section  3  now  provides  against  discriminatiojis. 
Section  15  refers  to  route  rates,  and  section  20  to  accounting. 

Now,  under  tiiat  last  provision  the  Interstate  Commerce  Commis- 
sion instituted  a  system  of  accounting  for  classes  A  and  B  in  1913. 
That  is  to  say,  that  section  20,  providing  for  accounting,  should 
apply  to  all  companies  coming  under  the  provision  of  the  interstate 
coramerce  act  ana  classified  as  A  and  B;  and  in  1915  or  1916  the 
interstate  Commerce  Commission  extended  that  order  to  class  C. 
and  a  requirement  for  a  report  from  class  D  companies  so  that  all 
the  telephone  oompameB  wbieki  would  be  ineluoed  in  ^ose  four 
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classes  would  come  under  the  act  by  an  order  of  the  Interstate  Com- 
merce Commission  authorized  bv  the  old  interstate  commerce  law. 

Now,  soon  after  the  1910  telephone  act  was  passed,  an  action  was 
brought,  I  think  in  Pittsburgh,  relating  to  the  extent  of  the  power 
of  the  Interstate  Commerce  Commission  over  exchange  rates,  and  the 
Interstate  Commerce  Commission  investigated  the  matter  with  some 
care,  and  I  remember  that  I  handed  the  opinion  to  Senator  (\immins, 
in  w-hich  it  held  that  the  interstate  commerce  act  did  not  apply  to 
local  exchange  rates,  and  I  think  that  has  been  followed  by  some  kind 
of  a  decisionln  New  York.    Hasn't  it,  Mr.  Cole? 

Mr.  Cole.  I  think  it  has. 

Mr.  Stevens.  And  the  last  act  did  not  extend  that,  so  that  there 
are  two  things  established;  the  companies  classed  as  A,  B,  C,  or  D, 
are  under  the  Interstate  Commerce  Commission,  and  that  exchange 
rates  are  not  under  the  jurisdiction  of  the  Interstate  Commerce 

Commission.  . 

Now,  having  those  matters  clearly  in  mind,  let  us  consider  the 
other  acts  and  activities  under  the  commerce  law,  popularly  known 
as  the  Sherman  antitrust  law.  Consolidations  were  freely  made, 
and  all  sorts  of  property  were  bought  and  sold  until  about  1912,  when 
some  sort  of  a  consolidation  was  made  on  the  Pacific  coast,  and 
the  Department  of  Justice  brought  suit  in  the  Ignited  States  court 
in  the  (hstrict  of  Oregon,  and  the  matter  was  quite  strongly  contested, 
in  the  case  of  the  United  States  against  the  A.  T.  &  T.  Co.,  until  the 
A.  T.  &  T.  Co.  consented  to  a  decree,  and  a  decree  was  entered  by 
confession,  holding  that  this  company,  in  this  suit,  which  was  a 
company  of  some  size  which  had  been  doing  mostly  a  local  business 
but  a  small  interstate  business — that  that  consolidation  did  come 
under  the  provisions  of  the  Sherman  antitrust  law.  That  decree  is 
in  force  to-day  and  is  the  basis  of  the  action  of  the  Department  of 
Justice.  Therefore  the  Department  of  Justice  assumed  jurisdiction 
over  consolidation  of  properties  that  come  under  the  interstate  com- 
merce act,  and  they  have  already  defined  how  it  has  included  various 
telephone  companies  but  not  private  exchanges. 

Now,  then,  since  1914  the  Department  of  Justice  has  assumed,  and 
continues  to  assume,  and  now  controls  or  has  laid  down  a  policy  as 
to  the  acquisition  of  property  of  one  telephone  company  from  another, 
so  that  it  is  not  now  safe  for  any  telephone  company  to  proceed  to 
consolidate  or  to  merge  or  acqmre  any  property  until  it  goes  to  the 
Department  of  Justice  and  gets  some  sort  of  a  dispensation  so  that 
it  can  proceed.  It  has  been  the  case  since  1914.  The  result  is  that 
there  is  some  sort  of  a — ^not  a  bureau,  but  a  sort  of  a  branch  that 
attends  to  that  busmess.  I  think  Senator  Cummins  was  going  to 
ask  for  some  sort  of  a  report  on  that  matter. 

Senator  Pomerbnb.  Sort  of  a  lawmaking  ministry  within  the  De- 
partment of  Justice. 

Representative  Graham.  Is  that  about  the  same  as  the  price* 
making  body  on  sugar  ? 

Mr.  Stevens.  I  can  not  say  about  that. 

Representative  Gbaham.  The  Department  of  Justice  has  under- 
taken, and  does  pretend,  to  say  when  these  things  could  be  done 
and  when  they  could  not  be  done  ? 

Mr.  Stbvbns.  Yes,  sir. 

A  VoxQB»  fiie  is  mrong  ttibout  thaA^ 
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Senator  Cummins.  That  is  substantially  al)out  it;  it  might  be 
differently  phrased.  It  has  undertaken  to  advise  anybody  that  comes 
to  it  whether  that  would  be  in  violation  of  the  antitrust  law. 

Mr.  Stevexs.  Thank  you,  Senatoi',  that  is  a  more  accurate  state- 
ment of  it. 

So  you  gentlemen  can  see  how  these  things  are  working  out,  so 
that  it  is  becoming  necessarv  for  these  matters  to  be  determined  bv 
law  and  not  by  any  order  of  the  Department  of  Justice,  and  locate 
the  authority  somewhere,  in  some  tribunal  that  will  lay  down  an 
authoritative  rule  that  will  say  what  can  and  what  can  not  be  done* 
That  much  is  history. 

Our  companies  ran  against  this  condition:  AVhen  it  was  necessary 
for  economic  and  financial  and  traffic  reasons  to  consolidate,  in  some 
of  the  States — and  one  place  in  the  State  of  Mr.  Reber — there  are 
some  communities  where  the  rivers  or  mountains  are  not  the  natural 
boundaries,  where  one  communitv  extends  into  another  State,  and 
there  is  a  large  class  of  companies  in  such  communities  where  the 
telephones  are  under  the  jurisdiction  of  the  commission.  Now,  for 
economic  or  financial  reasons  some  changes  nmst  be  made  in  order 
to  give  the  people  telephonic  service — and  the}'  must  have  telephonic 
service  in  this  day  and  age^and  in  order  to  get  it  some  action  was 
necessary.  This  bill  has  been  drafted  to  meet  the  troublesome  situa- 
tion between  the  States  and  to  comply  with  the  laws  of  the  Nation. 
In  examining  the  laws  of  the  States^  we  fouad  an  infinite  variety  of 
situations. 

In  section  2  you  will  notice  it  provides :  having  jurisdiction  over  the 
premises that  means  over  the  subject  of  consolidations.  In  exam- 
ining the  statutes  we  found  that,  I  think  26  ^States,  maybe  28,  had 

{'urisdiction  over  consolidations.  I  think  that  all  except  one  State 
Las  a  conmiission  of  some  kind  or  another,  but  about  20  of  them 
have  no  jurisdiction  over  the  consolidation  of  telephones.  That  is 
why  we  tiiought  it  was  neeessa^  to  have  tJiat  last  paragraph: 

Tn  case  there  is  no  such  cammiseion  or  other  r^rulatory  body  having  jurisdicticHk 
in  the  premises,  any  telephone  company  desirinir  puch  acquLsition  may  make  appli- 
cation therefor  to  the  couunisaion  ior  its  authority  and  approval  thereon. 

The  law  in  some  States  confides  to  the  municipalities  the  power 
to  authorize  consc^dation.  In  Delaware,  the  city  of  Wilmington, 
for  instance,  has  that  authority*  I  think  it  is  tlie  same  in  Texas* 
The  home  rule  cities  there  have  authority  to  pass  on  that. 

A  Voids.  All  cities. 

Mr.  Stevens.  All  cities  have  authority  to  pass  on  consolidation, 
and  other  States  have  somewhat  the  same  condition.  So  that  no 
hard  and  fast  rule  could  be  laid  down. 

Senator  PoMEBENE.  That  jurisdiction,  I  take  it,  is  exdusive  in 
the  cases  to  which  you  refer? 

Mr.  Stevens.  Yes;  so  I  understand. 

Now,  Mr*  Benton  was  entirely  right.  We  do  not  int^d  to  trench 
on  the  power  of  the  States  in  any  way.  I  think  one  of^the  best 
illustrations  of  what  may  occur  in  the  tdephone  traffic  between  the 
States  and  the  United  States  is  afforded  by  what  you  gentlemen 
did  in  passing  the  act  for  the  return' of  the  telephones  to  the  owners. 
Ton  remember  there  was  a  provision  that  the  rates  made  by  the 
Postmaster  General  shoidd  continue  until  by  proper  authonty  it 
was  ordered  otherwise.   Those  rates  and  that  provisoon  has  worked 
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out  satisfactorily,  and  there  has  not  been  one  sni^^le  mstanoe,  which 
has  gone  to  the^ Interstate  Commerce  Commission,  and  m  no  smgle 
instance  has  the  Interstate  Commerce  Commission  ussmned  any 
jurisdiction.  The  Interstate  Commerce  Commission  lias  taken  the 
normal  action  that  the  States  and  the  companies  wanted.  Tf  vou 
gentlemen  will  pass  some  sort  of  a  bill  allowing  the  States  to  do  what 
they  please,  I  think  if  the  State  does  not  want  any  consolidation, 
it  should  have  the  right  to  say  so. 

Now,  Mr.  Benton  was  right.  Some  States  do  woi  allow  any 
consolidation— South  Dakota,  for  instance.  That  poHcy  must  be 
respected.  The  commission,  I  think,  should  have  authority  to 
consider  an  application  for  consolidation,  and  if  there  wore  anv 
objection,  as  from  the  State  of  Iowa,  the  governor  must  be  notihed 
and  could  state  to  the  commission  the  situati(m  in  Iowa,  and  if 
objected  to  probablv  that  would  be  the  end  of  the  matter.  We  do 
not  want  anything  of  that  sort  extended  except  by  approval  of  the 
local  people,^  but  at  the  same  time  there  should  be  a  general  act,  of 
general  application,  so  that  if  the  people  of  Iowa  or  Delaware  want 
a  consolidation  thev  can  provide  for  it  by  an  act  of  the  legislature 
of  that  State;  they  can  observe  the  usual  procedure,  and  get  action 
under  that  procedure.    And  that  is  all  we  ask  for. 

Mr.  Benton  made  the  suggestion  that  this  would  attempt  to  aftect 
the  State  antitrust  laws  under  paragraph  8.  We  informed  Inm  that 
we  have  no  desire,  and  we  could  not  it  we  had  the  desire,  aftect  the 
antitrust  laws  of  any  State.  The  language  of  section  8  m  the  trans- 
portation act  is  somewhat  unfortunate  so  far  as  we  are  concerned. 
We  do  not  want  any  such  provision  to  which  he  objected.  It  would 
not  do  us  any  good.  We  do  not  object  to  it.  We  want  home^  rule, 
so  far  as  the  policy  as  to  telephones  and  the  property  of  telephones 
is  concerned,  and  the  acquisition  of  the  property  of  one  telephone 
company  by  another.  This,  we  think,  will  give  the  proper  au- 
thonty. It  covers  everything  and  gives  the  State  an  opportunity 
to  do  as  it  wants  to  do,  and  to  do  what  the  people  want,  and  at  the 
same  time  relieve  them  of  the  burden  of  the  Federal  statute.  I  have 
no  doubt  when  section  8  of  the  Federal  transportation  act  was 
framed  it  was  intended  to  relate  to  the  railroads  only,  and  we  do  not 
want  to  uiterfere  with  the  antitrust  laws  of  any  State.  I  do  not 
think  the  courts  would  so  construe  it.  If  it  be  necessary  to  have  a 
slight  amendment— I  do  not  think  it  is  necessary— I  call  the  com- 
mittee's attention  to  page  2,  line  21,  after  the  word  ^'section  msert 

affectmg  the  antitrust  laws  as  defined  in  paragraph  8. 
Senator  Cummins.  State  that  again. 

Mr.  Stevens.  After  the  word  ''section"  insert   attecting  the  anti- 
trust laws  as  defined  in  paragraph  8."  i.      .1  1 
Senator  Wmis,  You  suggest  this  would  come  m  after  the  word 

"  section  ? 

Mr.  Stevens.  Yes.  K  you  want  to  change  it  it  would  be  entirely 
pertiBent  to  confine  this  provision  to  the  Federal  antitrust  laws  as 
&iey  are  described.  We  haven't  any  objection  to  it.  We  don  t 
think  it  is  necessary,  but  it  is  entirely  in  accord  with  what  we  want 
and  what  Mr.  Benton  wants,  so  there  is  no  controversy  between  us 

**Now,  gentlemen,  I  think  you  realize  the  necessity  for  this  act. 

Senator  Cuioaifs.  Why  not  put  in  the  laagua^  itself  instead  of 
lefming  to  section  8  % 
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Representative  Graham.  I  think  that  is  better. 

Mr.  St£V£Ns.  I  am  just  calliiig  attention  to  this  as  an  easy  way 

to  do  it. 

Senator  Willis.  Will  you  prepare  an  amendment  ^bodying  your 

ideas  ? 

Mr.  Stevens.  I  will  try  to  do  that. 

Senator  Pomerene.  Avoid  all  reference  to  section  8. 

Mr.  Stevens.  Now,  gentlemen,  I  think  that  covers  it.  You  realize 
that  in  the  different  States  there  is  a  variety  of  situations,  and  you 
have  endeavored  to  meet  the  situation  so  that  the  States  can  hare 
what  they  want,  and  the  Federal  law  will  be  ready  all  the  time  so 
they  can  act  if  they  want  to. 

Senator  Pomibrene.  You  have  given  a  good  deal  of  attention  to 
these  telephone  matters;  have  you  discovered  anywh^e  any  oppo- 
sition to  the  general  principles  of  this  consolidation  ? 

Mr.  Stevens.  No;  not  to  the  general  principles.  There  seems  to 
be  a  hostility,  or  rather  a  feeling  that  tnere  noight  be  a  monopoly 
created  by  or  undw  it,  and  that,  of  course,  the  indmjendents  do 
not  fear  at  all,  because  a  large  section  of  the  country  willnot  tolerate 
a  monopoly,  and  this  bill  is  devised  so  that  these  people  can  have 
what  they  want.  We  do  not  want  to  take  home  rule  away  from 
any  of  them;  on  the  contrary,  we  want  to  preserve  it. 

Representative  Hawes.  Now,  I  understand  that  the  Bell  Co.  does 
not  object  to  this  act? 

Mr.  Stevens.  So  we  are  infonned. 

RepresMitative  Hawes.  You  are  so  infcurmed? 

Mr.  Stetens.  Yes,  sir. 

Representative  Hawes.  And  that  the  representatives  of  all  the 
independent  compimies  are  here,  and  they  do  not  object? 
Mr.  Stevens.  No;  we  want  it. 

Representative  Hawes.  In  fact,  you  all  want  it  for  this  reason: 
If  you  want  to  buy  you  can  buy,  and  if  you  Want  to  sell  you  can. 
sell,  subject  to  local  and  State  regulations? 

Mr.  Stetens.  Subject  to  local  and  State  regulations. 

Representative  Hawes.  But  the  whole  purpose  of  thk  act  k  simply 
to  remove  any  Federal  prohibition? 

Mr.  Stevens.  Or  objcKstion. 

Representative  Hawes.  Against  such  consolidatk>n  I 
Mr.  Stevens.  Yes,  sir. 

Representative  Hawes.  In  the  beginning,  16  or  18  years  ago, 
independent  telephones  came  into  raistence  as  competitors  in  a  way, 
agfunst  the  BeU,  and  ^ey  have  now  paralleled  tne  Bdl  in  many 
communities  where  tiie  communities  now  may  prefer  to  have  one 
system,  instead  of  a  dual  system;  that  is  the  object  of  it? 

Mr.  Stevens.  Yes;  that  is  the  object,  and  more  than  that,  I 
think  

Representative  Hawes  (interposing).  That  is  only  in  interstate 
conmiunication  ? 

Mr.  Stevens.  Yes;  there  are  a  number  of  instances — I  think  many 
instances — where  the  people  have  got  to  have  additional  swvice; 
the  switchboco^ds  and  tne  offices  and  all  their  facilities  are  too  small, 
and  they  all  cost  a  great  deal  of  money.  These  companies  can  not 
finance  themselves.  It  is  necessary  to  have  a  lai^r  field  and  a 
broadw  base  for  financing.   That  is  one  reason  for  it.  Some  o<an- 
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panics  have  not  maintaine.!  their  properte  or 
'"R^prrntativ..  Ha«...  Ultimately  it  wUl  b.  ^  the  loeal 

%r  j^s^K  ™t  £ 2         -iority  of 

desired  by  a  company  aoin    u         j  ^  j^^^ 

company  doing  an  interstate  business,  ™.y"",fr^ 
H  c£i  hi  done^nder  the  phraseology  of       J'^^'^  ^blic 
Mr.  Stevens,  The  <^h-^^^,f  ft  f^lm^^^        Srldictlon  of 

utmty  commission  you  ^^^^l^ n^issfon  anrSat  thly  had  made 

commission.  •  ™j<jer  the  jurisdiction 

which  does  interstate  business— how  can  a  company  awing  j 
■"^X^sSXt^ese  report  to  the  Int«^  Oamm»«. 
''Z^tat.ve  HocH.  It  does  not  «y  it  reporte  to  ttie  In»«»Ut. 
^r^^^rt^rmost  of  theae  companies  oome  within  a«,  «t 
•"^^nSnocH.  Does  every  loeal  company  now  »p«rt  to 

'^It'^^"  t~bulk  of  them  do. 
^pSSve  HOCH.  TheS  you  do  not  answer  my  q«e*«.. 
Mr  Steyens.  I  will  answer  it  m  ^is  ^V-— 
Senator  C™«ns  (in  erposing).  W^h^^^^^  „"„tta„w  Lw  m«.y- 

STif  donbtTul  whetlV S>re  than  15  or  20  «port  .0 
Interstate  Commerce  Commission.  phraseology 
rfWC.^^Tne'ofaii^'S.mp^aSes  could  bo  L  appU«.t. 

[f  ^p^r  iXi^rutrcorniq  ™" 

LMolunsdgUon  that ^V^;  rd^iand,  »  I  h.™ 

at.te^t™£^uigde  .m^^^^^^^^^^  ^ 
Mr.  ansnsNS.  Because  there  ^JJ^^f ''4?'^^  ""id  to  guard  against 
^^^Sr^Ttr^lh^ry  m^^r'^e  aXf^ 

•^X^SSVe  HooH.  Is  there  any  more  intrenchment  inToh«J 
in  a  ml»  <h«n  in  an  aoqiuaiticaii 
lb;  Ssmaa.  No. 
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Representatiye  Hoch.  Then  why  not  indude  it?  I  can  not  see 
at  all  how  it  could  be  an  applicant  under  the  terms  of  bill;  none 
is  subject  to  the  act  unless  they  report  to  the  Interstate  Commerce 
Oonmussion  and  unless  they  want  to  sell. 

Mr.  Srr&YBNs.  We  conceived  that  it  was  broad  enough  to  cover  all 
the  companies. 

Senator  Pouebbms.  Is  there  mj  necessity^  in  your  judgment,  for 
that  provision  9 

Mr.  Stbvens.  No;  we  did  not  consider  it  so. 

Senator  PoiosBmis.  For  this  reason^  that  such  a  company  as  you 
have  indicated,  and  one  doing  intrastate  business  had  gone  along  to 
such  a  point  where  one  had  practically  absorbed  the  other,  the  one 
doing  the  interstate  business  would  make  the  application. 

Representative  Hogh.  This  language  says  the  applicant  is  confined 
to  the  one  who  desires  to  acquire.  I  am  assuming  that  one  wanted 
to  sell  and  not  to  acquire. 

Senator  Pomerene.  The  one  that  wanted  to  sell,  of  course,  could 
not  sell  unless  it  had  a  company  to  sell  to  ;  even  if  it  did  not  act  or 
make  this  application,  the  other  company  would  act. 

Representative  Hoch.  I  think,  Senator,  you  do  not  quite  get  it. 

Senator  Pomerene.  Perhaps  not. 

Representative  Hoch.  It  seems  to  me  to  be  of  very  serious  im- 
portance to  this  bill.  To  be  an  applicant  you  have  to  be  an  applicant 
under  the  terms  of  this  bill  here.  What  are  the  terms?  It  must  be 
a  company  doing  interstate  business.  Secondly,  a  desire  to  acquire. 
Under  this  condition  I  can  conceive  of  many  of  these  companies  in 
my  own  State  that  do  a  wholly  intrastate  business,  and  none  of  those 
companies  would  come  technically  within  the  conditions  set  out  as 
a  precedent  to  the  making  of  an  application. 

Representative  Hawes.  Judge,  did  you  draw  this  bill  ? 

Mr.  Stevens.  Yes;  in  part. 

Representative  Hawes.  Is  there  any  objection  to  putting  in  the 

word  ^^sale"? 

Mr.  Stevens.  I  don't  think  there  is. 

Representative  Graham.  I  think  the  only  case  where  Mr.  Hoch's 
situation  would  have  application  would  be  in  the  case  of  a  company 
doing  no  interstate  business,  if  it  wanted  to  sell  to  a  company  that 
did  no  interstate  business,  it  would  be  prohibited  from  doing  so. 

Representative  Hoch.  That  is  the  point  (exactly. 

Representative  Graham.  Why  not  make  that  clear  by  proper 
language  ? 

Senator  Pomerene.  Let  me  make  this  suggestion,  that  instead  of 
the  word  ''sale''  it  should  be  acquisition  or  disposal/'  There  might 
be  a  disposal  other  than  by  sale;  there  might  be  a  disposal  by  barter 
or  trade. 

Representative  Hoch.  Yes;  anything  tnat  covers  it. 

Senator  Cummins.  Mr.  Stevens,  just  a  word,  and  I  shaH  not  inquire 
further.  The  point  that  I  have  suggested  several  times  in  one  aspect 
or  another  is  one  that  troubles  me.  A  monopoly  involves,  in  all  good 
government,  the  power  on  the  part  of  somebody  to  regulate;  the 
power  in  the  hands  of  somebody  to  fix  proper  rates  and  franchises. 
If  we  abandon  the  course  of  competition  which  is  supposed,  generally 
speaking,  to  regulate  prices,  we  must  have  regulations.  An  appli- 
cation comes  up  to  the  Interstate  Coimxierae  Commission  by  a  com- 
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Commission  and  J5  PJ^^  ^/^JJ^  ^^^^  Commerce  ConuiuaBioii  grants 
tion  by  the  State     i  tie  intersi  combination  or  a  con- 

consolidation  f  ^^^^0^0^  ulSVsyst^n^  the  State 

"'iC^tative  HUBDLESTOK.  Undoubt«Uy  it  would  not;  but  wh«t 

co^^rioH  thiik  the  State  Commission  would  do  exacdy  M  Is^- 
SSfto  Smator  Cummins,  that  the  Interstate  Commerce  C<mmM- 
^J^Sd^Jr^eV^ded  ttat  aU  agreements  and  eontracta  shouH 

•"C^StiveHtTDDLESTON.  There  are  a  great  many  of  ««« 
cSSSrS  "hey  h.™  not  tixe  power  to  mipair  contracto. 

^iSSVe^H'tS^LBSTOK.  Therefore  they  would  have  no  power 
"'£'tts"^T5^'/oir7ant  authority  under  such  ciroum- 

^X'^EVBNS  (intcarposing).  Has  authority  ? 


48       CONSOUDATIOK  OF  OOMPBIINO  imaPHOITB  OlMKPia^^ 


Representative  Huddleston.  Has  not  authority. 

Mr.  Stevens.  I  beg  pardon. 

Representative  HuDDLESTON.  So  that  the  mitial  step  is  takett 
before  the  Interstate  Commerce  Commission,  then  the  inunicipality 
would  be  at  the  mercy  of  the  Interstate  Commerce  Commission? 

Mr.  Stevens.  The  Interstate  Commerce  Commission,  in  that  case, 
would  do  exactly  as  I  suggested  to  Senator  Cummins,  direct  that  it 
must  enjoy  its  rights  as  under  the  old  franchise. 

Representative  HuDDLESTON.  And  if  th«  Interstate  Ckmmier(» 
Commission  should  conchide  that  the  rate  was  too  low  and  con- 
hscatorv,  what  would  be  the  condition? 

Mr.  Stevens.  It  ought  not  to  approve  on  that  point.  It  ought  to 
approve,  with  a  proper  condition. 

Representative  Huddleston.  I  asked  that  because  of  your  answer 
a  moment  ago  as  to  the  conditions  which  the  Interstate  Commerce 
Connnission  could  attach  to  its  consent.  Do  you  think  this  act  in- 
fers on  the  Interstate  Commerce  Commission  the  power  to  condition 
its  consent  ? 

Mr.  Stevens.  Oh,  clearly;  it  can  do  as  it  pleases. 
Representative  Huddleston.  Doesn't  it  provide  that  the  Inter- 
state Commerce  Commission  must  either  give  permission,  or  withhold 

permission  ? 

Mr.  Stevens.  No,  sir;  I  discussed  that  with  the  commission  and 
thev  told  me  to  the  contrarv. 

Representative  HuddlestOxN.  They  would  refuse  if  they  thought  it 

was  best  

Mr.  Stevens  (interposing).  No.  sir;  I  thmk  it  is  fundamental  law 
that  the  commission  does  have  a  right  to  approve,  and  does  have  a 
right  to  approve  with  conditions. 

Representative  Huddleston.  Then,  have  you  any  objection  to  a 
stipulation  in  this  law  that  they  may  grant  it  on  equitable  terms? 

Mr.  Stevens.  None  whatever.    That  is  the  law  now. 

Mr.  Huddleston.  There  might  be  some  difference  of  opinion  on 
that  point,  but  there  would  not  be  any  if  it  was  so  provided. 

Mr.  Stevens.  I  haven't  any  objection,  but  that  is  the  law  now. 

Senator  Pomerene.  Any  other  questions?  [After  a  pause.]  If 
not,  we  will  hear  Mr.  Reber. 

STATEMENT  OF  MR.  H.  L.  REBER,  PRESIDENT  OF  THE  KINLOCK 

TELEPHONE  COm  ST.  LOUIS»  MO. 

Mr.  Reber.  Mv  name  is  H.  L.  Reber.  I  am  president  of  the 
Kinlock  Telephone  Co.,  St.  Louis,  Mo.,  that  operates  m  the  States- 
of  Missouri,  Illinois.  Indiana,  and  contiguous  States, 

Senator  Pomerene.  An  independent  company? 

Mr.  Rebbb.  It  operates  in  competition  with  the  Bell  Co.  at  all 

E laces  where  it  has  exchanges  and  connections.  It  doesyan  intrastate 
usmess  and  also  an  interstate  business,  and  in  its  connections  be- 
tween St.  Louis  and  East  St.  Louis  there  is  no  distinction.  The  same 
instruments  and  the  same  employees  are  engaged  in  handimg  both 
kinds  of  traffic. 

I  might  state  that  it  was  not  my  intention  to  speak  on  this  bill,, 
and  in  order  to  be  brief  I  will  give  iny  conclusions,  if  I  may. 
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We  can  see  no  objection  to  this  bill;  we  know  of  no  objection  on 
the  part  of  tibe  c<Hnmi8sions  under  which  we  are  operating  or  on  the 
of  the  public — our  subscribers.  We  believe  that  the  bill  would  simply 
bring  the  Federal  law  in  harmony  with  the  State  laws,  in  that  in 
almost  every  State  having  provisions,  there  is  a  provision  for  monop- 
oly control  of  these  utiUties.  Of  course,  the  conflict  in  the  Federal 
law  makes  our  position  an  impossible  one.  We  find  the  different 
States  are  grantmg  authority  and  consents  to  mergers,  making  pro- 
vision for  merger  where  there  is  all  intrastate  traffic.  Wlien  it  comes 
to  the  question  of  interstate  traffic,  which  is  of  great  interest  to  all 
the  public  using  the  independent  telephones,  we  find  nobody  with 
power  or  authority  to  control  that  class  of  traffic. 

On  several  occasions  we  have  appeared  before  the  Department  of 
Justice  in  order  that  we  might  obtain  some  relief  under  the  so-called 
Kingsbury  commitment.  We  find  them  without  authority,  and  they 
have  no  authority  or  power  that  would  take  care  of  the  situation. 
We  believe  this  bill,  if  it  becomes  a  law,  will  be  a  step  in  advance  in 
that  it  has  authority  for  the  Interstate  Commerce  Commission  to 
assume  jurisdiction  and  make  provision  for  regulations  under  which 
it  may  be  handled. 

Now,  as  a  corollary,  as  I  stated  to  Senator  Cummins,  if  the  Gov- 
ernment is  to  change  its  position  and  allow  a  monopoly,  there  should 
be  some  provisions  to  control  that  monopoly;  and,  while  this  bill 
can  not  be  amended,  we  would  like  to  have  the  privilefre  at  some 
later  time  in  this  session  or  next  session  to  submit  some  amendment 
to  that  portion  of  the  transportation  act  which  would  cover  that 
phase  of  the  question.  In  that  way,  if  we  may  have  that  privilege, 
we  will  gladly  take  advantage  of  it  later  on. 

I  think  that  is  all,  if  there  are  no  cjuestions. 

Senator  Pomerene.  Have  you  framed  an  amendment? 

Mr.  Reber.  No,  su\;  we  have  not.  We  have  only  given  the  mat- 
ter consideration  in  the  last  week;  because  at  that  time  was  the  first 
we  heard  of  this  bill. 

Senator  Pomerene.  That  is  a  matter,  then,  for  future  considera- 
tion. 

Mr.  Reber.  Yes,  sir. 

Senator  Cummins.  I  may  say  that  whUe  we  have  a  good  many  bills 
pendmg  before  this  cominitt^e,  any  bill  of  any  importance  will 
receive  consideration.  I  mean  the  Senate  Interstate  Commerce 
Committee. 

Representative  Graham.  This    Kingsburv   commitment    was  a 

stipulation  entered  into  between  the  A.  T.  &  T.  Co.  and  the  Govern- 
ment ? 

Mr.  Reber.  Yes:  between  the  A.  T.  &  T.  Co.,  bv  Mr.  N.  C.  Kings- 
bury, vice  president,  and  Attorney  General  McReynolds,  dated  the 
19th  of  December,  1913. 

Representative  Graham.  How  long  is  this  commitment  ? 
Mr.  Reber.  It  is  only  a  few  pages. 

Representative  Geaium.  If  it  is  agreeable,  I  would  like  to  have  it 

in  our  hearings. 

Senator  Pom:£B£N£.  It  may  go  in,  at  the  request  of  RepreBentativa 
Graham. 
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(The  commitment  referred  to  is  here  pfai|6d  in  full,  as  fcAoY^) 

M9t*KR  TO  THE  ATTORNET  GBNXRAX.  WBOU  1*HB  AaiBltiOA^I  tmMmOtn  ^  VtLBOBUJm 
CO,,  OtTEWNING  A  OOtTSm  W  ACTION  WHICH  IT  HAS  HVtWiV^W  ir^tW — THE  ATTOB- 
K«Y  GBKBRAL'S  BEnLT-^nCB  VIB^minMXJIt^B  UBTTBB  TO  ^I^Btt  MTQKHIBX  0|BNSR4L. 

AVERicAN  Telephone  A  Tblegkaph  Co., 
IS  Dey  Street,  New         Beeemker  19U^ 

The  AvToaiwv  Gen  ehal, 

Washington,  D.  C. 

Sir:  Wishing  to  pilt  their  affairs  Ixnond  fair  critirism,  and  in  compiiance  with  your 
sus^ir^stion?  formulated  as  a  result  of  a  number  of  inter\'iew8  between  us  during  the 
last  60  da\-s,  the  American  Telephone  &  Telegraph  Co.,  and  the  other  companies  in 
what  is  known  as  the  Bell  system,  have  detenniiiBd  upom  the  foUowing  couiM  of 
actkm: 

First.  The  American  Telephone  &  Telegraph  Co.  will  rjispose  promptly  of  its  entire 
holdinir?  of  stock  of  tho  Western  T^nion  Te]egra]>li  Co.  m  such  way  that  the  rontrol 
and  management  of  tlie  latter  will  be  entirely  independent  of  the  former,  and  of  any 
other  company  in  tlie  Bell  system. 

Second.  Neither  the  Americaa  Telephone  &  Telegraph  Co.  nor  any  other  company 
in  the  Bell  system  will  hereafter  acquire,  directly  or  indirectly,  tln-ough  purcliase  of 
ite  physical  pT*opcrtv  or  of  its  securities  or  othcr^-iwe,  dominion  or  rontrol  over  any 
other  telephone  company  owning,  cx>ntrolling,  or  opemting  any  exchange  or  line  which 
is  or  may  be  o))erated  in  competition  with  any  exchange  or  lisse  indiided  in  the  Brtl 
system,  or  which  ccffladftutes  or  Buy  constitate  a  liak  or  portion  of  aay  syBtem  eo 
operated  or  which  may  be  BO  opexated  in  competition  with  my  exchange  or  lino  m- 

eluded  in  the  Bell  system. 

ProA-ided,  how-ver.  that  where  control  of  the  properties  or  sec^lifi^  of  Uiy  other 
telephone  comi>anv  heretofore  has  been  acquired  and  is  now  held  by  or  m  the  Interest 
of  any  company  in  the  Bell  system  and  no  fAyacal  union  or  conaolidatiitm  has  been 
effected,  or  where  binding  obligations  for  the  acquisition  of  the  properties  or  securities 
of  any  other  telephone  com])any  heretofon*  have  been  entered  into  by  or  in  the  interest 
of  anv  <  ompanv  in  the  P/ell  svstem  and  no  physical  union  or  consolidation  has  been 
effected,  the  question  as  to  the  course  to  be  pursued  in  BUch  caeee  will  be  mbmittod 
to  your  department  and  to  the  Interstate  Commerce  ConunifiBion  for  such  advice  and 
directions,  if  anv,  as  either  may  think  proper  to  give,  due  n^iaid  being  had  to  pubUc 
convenienec  and  tc  tlio  ru^*n(_>'s  of  the  loral  trihunal«. 

Third.  Arrangements  w  ill  be  made  promptly  under  which  all  other  telephone  0<Hil- 
panies  mav  secure  for  their  subscribers  toll  service  over  Hbe  lines  of  tiie  companies  in 
die  Bell  svstem  in  the  ways  and  under  the  conditions  foUowine: 

(1)  Where  an  independent  company  desires  connection  with  the  toll  lines  of  the 
'  Bell  system  it  mav  secure  such  connection  by  supphang  standard  trunk  lines  between 

its  exchanges  and  the  toll  l^oard  of  the  nearest  exchange  of  the  Bell  operating  company . 

(2)  When  the  physical  connection  has  been  made  by  means  of  standard  trunk 
lines,  the  employees  of  the  Bell  system  will  make  the  toll-line  connections  desired, 
but  in  order  to  render  efficient  service  it  will  be  necessary  that  the  entire  toll  circuit 
involved  in  establishing  the  connection  shall  be  operated  by  and  under  the  control 
of  the  emplovees  of  the  Bell  svstem. 

(3)  Under  *^the  conditions  outlined  above  any  subscriber  of  any  independent  com- 
pany will  be  given  connectuMi  with  any  subscriber  of  any  companv  in  the  Bell  system 
or  with  any  subscriber  of  any  independent  company  with  which  the  Bell  system  is 
connected  Vho  is  served  by  an  exchange  ^duch  is  more  than  50  miles  distant  from^ 
the  exchange  in  which  the  call  originates.  ^   

(4)  The  subscribers  of  the  independent  company  having  toll  connections  descnbed 
above  shall  pay  fot  such  connectums  the  regnilar  UAl  char^  of  the  Bell  Co.,  and  m 
addition  thereto,  except  as  hereinafter  provided,  a  connection  charge  of  10  cents  for 
each  message  which  originates  on  its  lines  and  is  carried  in  whole  or  in  part  over  the 

lines  of  the  Bell  system.  v   «  n      ^    •  • 

The  chaiges  incident  to  such  service  shall  be  made  by  me  Bmx  Co.  against  tne  in- 
dependent company  whose  subscriber  makes  l^e  call,  md  sudi  chaiges  shall  be 
accepted  bv  the  independent  company  as  legal  and  just  clainis. 

5 .  Under  this  arrangement  the  lines  of  the  Bell  syst^nn  shall  be  used  for  the  entire 
distance  between  the  two  exchanges  thus  connected,  provided  the  Bell  system  has 
lines  ( (jimecting  the  two  exchanges.  Where  the  Bell  system  has  no  such  lines,  arrange- 
ments can  be  made  for  connecting  the  lines  of  the  Bell  system  with  the  lines  of  some 
independent  company  in  order  to  make  up  the  circuit,  but  such  coimeetions  will  not 
be  made  where  the  Bdl  system  has  a  Uuong^  dicuit  between  the  two  exchaoges. 
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(6)  Aay  business  of  the  kind  commonly  known  and  described  as  'long  lines*' 
business  offered  for  transmission  over  the  lines  of  the  American  Telephone  Telegrapli 
Co.  shall  be  accepted  for  any  distauee:  that  iF?.  on  such  "long  lines"  business  calls  shall 
be  accepted  where  the  point  of  destination  is  less  than  50  miles  from  the  exchange 
where  the  call  originates  as  well  as  where  the  pomt  of  destination  is  greater  than  50 
BUles  thereform. 

(7)  Any  business  of  the  kind  commonly  known  and  described  as  "long  lines" 
business  offered  for  transmission  over  the  lines  of  the  American  Telephone  ik  Teleirrapk 
Co.  shall  be  accepted  at  the  regular  toll  rata  and  no  connecting  charge  shall  be  requir<»d. 
But  such  calls  shall  be  handled  under  the  same  operating  rules  and  conditions  as  apply 
to        over  the  local  toll  lines. 

Very  r^qjectfuUy,  yours, 

American  Telephone  t!c  Telec  RAPH  Co., 
By  N.  C.  Kingsbury,  Vice  Pn&ident, 


Ofpice  of  the  Attorney  General, 

Washington,  D.       December  19, 1913m 

Mb^  N.  G.  Kingsburt« 

,     Tice  President  American  Telephone  &  Telegraph  Co., 

15  Dey  Street,  New  York  City. 

Dear  Sir:  Permit  me  to  acknowledge,  with  expressions  of  appreciation,  your 
letter  of  December  19,  outlining  the  course  of  action  which  the  telephone  companies 
composing  the  Bell  system  obligate  themselves  to  follow  in  the  future. 

Your  Imi^  negotiations  in  respect  of  these  matters  compel  the  belief  that  what  you 
ptOtpose  will  be  carried  outm  good  faith,  and  it  seems  to  me  clear  that  such  action  on 
your  partwill  establish  conditions  under  whirh  there  will  be  full  opportunity  through* 
dttt  the  country  for  competition  in  the  transmission  of  intelligence  by  wire. 

May  I  take  this  occasion  to  say  that  the  administration  earnestly  desires  to  cooperate 
with  and  to  jnomote  all  business  conducted  in  harmony  with  law;  and  that,  without 
abating  the  insistence  that  the  statutes  mufit  be  obeyed,  it  will  always  welcome  oppor- 
timity  to  aid  in  bringing  about  whatever  adjustments  we  necessary  m  the  reestablish- 
ment  of  lawful  conditions  without  litigation. 
Very  truly,  yours, 

J.  C,  McRbtnolds, 

Attorney  General, 


Th«  White  House, 
Washington,  December  19,  1913. 

My  Dear  Mr.  Attorney  General:  Thank  you  for  letting  me  see  the  letter  from 
the  American  Telephone  &  Telc^ph  Co.   It  is  very  ^tuying  that  the  company 

should  thus  volunteer  to  adjust  its  business  to  the  conditions  of  competition. 

I  gain  the  impression  more  and  more  from  week  to  week  that  the  business  men  of 
the  country  are  sincerely  desirous  of  conforming  with  the  law,  and  it  is  very  gratifying 
indeed  to  have  occasion,  as  in  this  instance,  to  deal  with  them  in  complete  frankness 
imd  to  be  able  to  show  them  that  all  that  we  desire  is  an  opportunity  to  cooperate  with 
them.  So  long  as  we  are  dealt  with  in  this  spirit  we  can  help  to  buUd  up  tm  business 
of  the  country  upon  sound  and  permanent  lines. 
Cordially  and  sincerriy,  yours, 

Wood  row  Wilson. 

Hon.  JawBB  C«  MoRavNoaim^ 

Tlie  Attorney  GknetnA, 

Mr,  Reber.  I  feel  that  the  passage  of  this  bill  would  be  an  advance 
and  a  benefit  to  everybody  interested  in  the  industry.  The  public, 
of  course,  will  derive  benefits,  and  the  companies  will  receive  benefits. 
These  companies  are  going  on  and  merging  in  spite  of  the  Federal  law. 

Representative  Hawes.  Do  you  know  of  any  objections  to  this 
bill  on  the  part  of  any  of  our  citizens  of  Missoui'i,  or  of  the  independent 
companies  ? 

Mr.  Reber.  No,  sir;  the  State  law  provides  for  and  the  c(mimission 
encourage  these  mergers.  They  are  made  in  compliance  witli  a  public 
demand,  and  they  are  being  made.  Our  company,  being  an  inter- 
state carrier,  there  is  nobody  we  can  go  to  to  protect  our  interstate 
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traffic.  This  bill  attempts  to  tate  care  of  that  situation  to  an  extent, 
and  as  suggested,  perhaps  later  on  in  the  session,  or  next  session,  I 
think  it  would  be  proper  to  advise  amendments. 

Representative  Hawes.  How  juaay  telephoues  have  the  Bell  in 
the  citv  of  St.  Louis? 

Mr.  Reber.  About  80,000. 

Representative  Hawes.  How  many  has  your  coxnpany) 
Mr.  Reber.  About  52,000. 

Representative  Hawes.  Do  you  know  how  far  they  overlap — that 
is,  the  same  service  is  furnished  to  the  same  individuals  or  concerns  ? 

Mr.  Reber.  There  is  probably  a  duphcation  in  the  business  service 
of  about  20  per  cent;  an  unnecessary  duphcation  of  about  20  per  cent. 
You  might  say  a  nuisance  duphcation,  if  you  wish. 

Senator  Pombminb.  Any  further  questions  ?  [After  a  pause.]  If 
not,  that  is  all. 

Senator  Wilus.  I  do  not  desire  to  prolong  this  hearing  further. 
I  desire  to  thank  this  committee  for  giving  an  opportunity  to  these 
interests  to  be  heiurd.  I  just  want  to  say  tliis  much.  Our  people  in 
<^o  sre  deeply  interested  in  this,  as  has  been  su^ested  by  Mr. 
Daniels,  and  Mr.  McKelvy,  and  others. 

And  in  order  to  fm-ther  impress  upon  the  committee  the  interest 
we  have  in  this  bill  and  the  necessity  for  some  l^islation  of  this  sort, 
I  should  like  to  read  into  the  record  the  copies  of  resolutions  and 
memorials  that  have  come  to  me  from  various  organizations.  First, 
the  memorial  of  the  General  Assembly  of  the  State  of  Ohio.  Next 
a  letter  showing  the  action  of  the  Ck)lumbus  Chamber  of  Commerce. 
Next  a  resolution  passed  by  the  city  coimcil  of  the  city  of  Cleveland. 
Next  a  resolution  addressed  to  the  <iirectors  of  the  Cleveland  Chamber 
of  Commerce.  Next  a  letter  expressing  the  desu-es  and  wishes  of  the 
Fostoria  Chamber  of  Commerce.  Next  a  letter  indicating  the  wishes 
of  the  Springfield  Chamber  of  Commerce.  A  resolutionpassed  by  the 
tTUfitees  of  me  Clmmber  of  Commerce  of  the  city  of  Toledo.  Next 
a  fcfiolution  passed  by  the  Zanesville  Chamber  of  Commerce.  And 
also  a  copy  of  the  record  showing  action  by  the  city  council  of  the 
city  of  Youngstown.  And  also  copies  of  resfdutions  passed  by  the 
Chamber  of  Commerce  of  Canton. 

(The  letters  and  resolutions  so  read  by  Senator  Willis  are  as  follows :) 

(Joint  twolotioD,  ^^pm^  by  Senate  Apill     1921;  approved  by  House  April  25, 1921.) 

Whereas  the  pubUc  interest  demands  the  elimination  of  dual  tdephone  aerviee  and 
the  unification  of  the  sen-ice  of  competinsr  telephone  companies;  and 

Whereas  such  imification  of  telephone  service,  in  juBtice  to  the  stockholderB  of  tne 
existinir  telephone  companies,  can  only  be  secured  by  a  consolidation  of  said  com- 
peting companies  or  a  purchase  by  one  company  of  the  property  of  the  other;  and 

Wnereas  mch  consolidation  car  pnrchase  is  now  authorized  by  the  laws  of  the  State  of 
Ohio,  but  there  seems  to  be  aome  doubt  whether  such  coMolidation  or  puichaae  la 
permissible  under  Federal  law:  Therefore  be  it 

Resolvexl  by  the  General  Assemblv  of  the  State  of  Ohio.  That  the  Gongr^  of  the  United 
States  be,  and  it  is  herebv,  requested  to  enact  such  laws  or  amendments  to  existing 
law  as  will  permit  competing  telephone  companies  doii^  either  an  intrafftate  or  inter- 
state telephone  buainefla  to  unify  the  service  Tendered  by  such  companies  eimer  by 
a  purchase  and  sale  of  the  property  of  one  company  by  the  other,  or  by  a  consolidation 
or  merger  of  said  companies,  when  the  same  is  authoriaied  by  the  laws  of  the  State  in 
which  such  properties  are  situated;  and  be  it  further  ' 

Resolied,  That  copies  of  this  joint  resolution  be  transmitted  by  the  ctok  of  the 
senate  to  liieUmtea  States  Senatovs  and  Monben  of  CWgrassssiMsenliivtho  State 

ofOhio. 
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tte  CouTMBirs  GaAMBBB  or  Oomicbbcb, 

Cohmbm,  Ohio,  AprUe,  mi. 

lb.  C.  Y.  McVby,  ^     ^, . 

President  Ohio  Telephone  Co.,  Columbus,  Ohw. 

My  Dear  Mr.  McVey:  At  the  meeting  of  the  board  of  directors  of  the  Coliunbus 
Chamber  of  Commerce,  held  in  the  secretary's  office  on  April  1,  1921,  a  r^lutacm 
introduced  in  the  senate  on  March  31  by  Senatcn-  De  Weese,  memonOuing  Oongnss 
ix>  eliminate  diial  teta|AMme  ssrvke  iPM  . 

A  brief  history  of  the  telephone  business  as  relating  to  consolidation  was  presented 
to  the  board  and  a  plank  of  our  program  of  work  made  from  Questionnaires  sent  to  the 
membership  in  which  they  requested  that  we  work  toward  one  telephone  system. 

After  a  free,  frank,  and  gena»l  discussion,  H.  M,  Bush  made  the  iojjowing  moten: 
^Hiat  we  approve  tiie  ramotioii  as  the  necessary  first  step  toward  eliminstuig  dutf 
idmhone  service,  and  the  secretary  was  instructed  to  so  notify  our  senators  and 
representatives  of  the  General  Assembly  of  Ohio,  and,  pro\nding  the  resolution  is 
passed,  to  urge  our  Senators  and  Representatives  in  Congress  to  enact  such  law  or 
amendments  to  existing  law  as  will  permit  competing  telephone  companies  to  coo- 
«olidato  in  tiieinteraBt  of  Ibe  general  welfaie.    ,      ,  .  ^  , 

Moti<m  was  seamded  by  Mr,  H.  B.  SpeakSj  and,  <m  being  pat  to  a  TOt^  was 

moudy  carried. 

Yomn,  very  truly,  _  ^  «  . 

-     •  Jaxss  T.  Dakbls,  Secretary. 
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«ity  file  54770. 

Rescdutioii  by  GooncibnaB  lb.  McCUaty : 
Wh^eas  dual  telephone  service  works  a  financial  haiddiip  on  many  citiwiB  who  are 

forced  to  be  subscribers  to  both  services:  and 
WTiereas  the  unification  of  the  service  of  competing  companies  will  tend  toward  the 

betterment  of  the  service  and  greater  efficiency  at  less  cost  to  the  PubUc;  and 
Whereas  such  unification  can  Mdy  be  secured  by  a  oonscdidatioii  of  said  companies 

or  a  purdiase  by  one  company  of  the  |»0perty  of  the  other  ;  and 
"Whereas  such  consolidation  or  purchase  is  now  authorized  by  the  laws  of  the  State 

of  Ohio,  but  there  seems  to  be  a  doubt  whether  such  consolidation  or  purchase 

is  permissible  under  Federal  law;  and 
Whereas  the  General  Assembly  of  the  State  of  Ohio  has  taken  steps  to  urge  the  Con- 

neas  of  the  United  States  to  enact  laws  to  make  such  purchase  permissible,  and 

we  State  Sooate  of  Ohio  has  indoraed  such  a  step:  Now,  therefore  be  it 

Resolved  by  the  Council  of  the  City  of  Cleveland,  State  of  Ohio,  That  the  Congress  of 
the  United  States  be,  and  it  ie  hereby,  requested  to  enact  such  laws  or  amendments 
to  existing  law  as  will  permit  comi^eting  telephone  companies  doing  either  a 
intrastate,  or  interstate  telephone  business  to  unify  the  service  rendered  by  sadi 
<x>mpanie8,  dther  by  a  purdiase  and  sale  <rf  the  property  of  one  company  by  the 
other  or  by  a  consolidation  or  meiger  of  aaid  companies,  when  the  same  is  authorised 
by  the  laws  of  the  State  in  which  such  properties  are  situated;  and  be  it  further 

Resolved,  That  copies  of  this  resolution  be  transmitted  by  the  clerk  of  the  coimcil 
to  the  Hon.  Atlee  Pomerene,  Hon.  Frank  B.  Willis,  Hon.'  Theodore  B.  Burton, 
Hon.  Hany  C.  Gahn,  and  Hon.  Minor  G.  Norton. 

B^mm  to  tbe  committee  <m  pubUc  utilities,  k^^tion,  and  diiedxv  ol  lav. 

Apptoved  Aptil  18,  Ittl. 

Fostoria,  Ohio,  April  4t  1921. 

Senator  A.  W.  De  Weese, 

Ohio  State  Senate,  Columbus,  Ohio. 

Dear  Senator:  The  Fostoria  Chamber  of  Oommerce  has  been  advised  that  you 
on  Maieh  31  introduced  in  the  Senate  a  resolution  asking  the  National  C^mgreaB  to 
pass  necessary  laws  or  to  amend  existing:  laws  les:alizin^  the  merger  of  lof-al  tele- 
l^one  romnanie?.  We  understand  that  a  former  I'nited  States  Attorney  (Jeneral 
has  ruled  that  the  metier  of  competing  telephone  companies  ia  in  ^iolation  of  the 
Sherman  antitrust  law,  and  that  before  these  meigers  can  be  completed  le^Uy  the 
law  must  be  amended.  .  ^       .  . 

We  wish  to  heartily  indorse  vour  resolution,  and  for  your  information  state  that 
we  are  to-day  writine  to  our  owa  Senior  and  Representative  requesting  their  sup- 
p(Hrt  o{  this  resolution. 
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Some  tiiue  a^u  uur  chaiuber  uf  commerre  iutere?ted  itself  in  the  local  telephone- 
situation  with  a  view  to  bringinp:  about  a  mei^er  of  the  Ohio  State  Telephone  and 
the  Ohio  BeU  Telephone  properties  in  Fostoria.  The  afh  i-abihty  of  thi?  mereer  wag. 
submitted  to  our  memherrhip  in  the  form  of  a  referendum,  vnXh  the  re^^ult  that  95 
per  cent  of  the  lueml^er^  expre.^eed  themselves  in  favor  of  one  .^^^Pji*^>J^  ^J'^^^^ 
We  believe  that  this  is  a  repreeentative  ca^e  and  that  the  same  reottna  will  ne  e^cured 
in  any  other  town  where  competing  telephone  companies  are  now  operating. 

ThanMi^  yon  for  ymir  taite^  in  this*  matter  and  assuring  you  of  mir  indor?en>mit 
and  cooperation,  we  are,  .  .: 

VooiB,  very  Uul^.  Mito  C.  Uotd. 

Chaiman  Special  Tekphone  Ccmm^fer, 


Senator  A.  \\\  Wei:se, 

(  oJu/nhns,  Ohio. 

Df^r  Senator:  The  Springfield  (^hamber  of  Commerce  would  be  dereUct  ip  it* 
duty  if  we  did  not  Uke  thia  opportunity  ot  expressing  our  apiwedaUon  aad  vourmg 
our  approval  on  vour  joint  re«5ution,  S.  J.  Res.  2K  in  which  you  petition  for  the 
eUmination  of  dual  telephone  aervice.  We  believe  that  the  unification  oi  coinpeuiig 
lines  would  result  not  only  in  standardizing  rates  but  a  wonderful  betterment  in  quality 
of  service  to  the  comaiuuities  which  they  serve. 

For  your  benefit,  Mr,  De  Weese,  our  local  directorate  passed  fevoraWy  upon  a 
proposed  local  merger  for  SprmglMd  on  Aiqpi^  8, 1990. 

YotiiB,  rincerely,  « 

C.  E.  Uanskll.  Manager. 


fCopy  of  r«6olututti  passed  by  the  trustees  ol  the  Chamber  of  Commerce  of  tlie  <dty  of  Toledo,  Ohio,  at 
*    "  a  special  meeting  h^d  Apt.  5,  MBl.J 

WTiereas  tho  public  interest  demands  the  elimination  of  dual  telephone  service  and 
the  uniiication  of  service  of  competing  telephone  companies;  and, 

Whereas  the  present  dual  system  results  in  a  useleflB  waete  o!  funds  and  unnecessary 
duplication,  inconvenience,  and  lack  of  service  to  the  public;  and. 

Whereas  the  Senate  of  the  State  of  Ohio  has  introduced  a  ]oint  resolution  request- 
ing the  Consrress  of  the  United  States  to  enact  such  laws  or  amendments  to  existing 
laws  as  wilT  permit  competing  telephone  companies,  doinj;  either  intrastate  or 
interstate  telephone  business,  to  unify  tlie  service  rendered  by  such  compani^, 
ather  bv  puirfiafle  <ar  sate  of  the  imperty  of  one  company  by  the  other  or  by 
consolidation  or  merger  of  such  companies,  and  when  the  same  is  authorized  hy  the 
laws  of  the  State  in  which  such  properties  are  situated,  said  resolution  being  known 
as  Senate  joint  re:?olution  24:  Therefore  be  it 

h'f.^nfrerf.  That  said  resolution  of  the  Senate  of  the  State  of  Ohio,  and  the  action 
therein  recommended,  be.  and  it  is  hereby,  approved, 
/nie  above  is  a  tnie  copy  of  the  TefiftAutioin,  ^  ^  c>  . 


[Resolution  on  Senate  joint  resoluti<m  24,  memorializing  Congress  to  pernait  the  sBmlnatian  <rf  dual 

tdq^ituBie  service,  AdG|»ted  Apr.  8»  l«2i.] 

Wh^ws  the  eHminaliOTi  of  dml  telephone  8er\  ice  and  the  unification  of  the  service 
of  oompetine  telephone  companies  is  in  the  public's  interest;  and 

Whereas  such  unification  of  telephone  service  can  only  be  secured  by  the  consolida- 
tion or  merger  of  competing  companies;  and  .         /V.-  r.  — «i 

Whereas  a  resolution  has  been  introduced  into  the  highty-fourth  Ohio  Afl00O^ 
bly  memorializing  Congress  to  amend  present  laws  or  enact  new  omb  so  M  to  p^smt 
dual  telephone  service  to  be  eliminated:  Therefore  be  it        .  ,  ,        .  , 

Resolvedly  the  Zanesville  Chamber  of  Commerce,  That  the  Ohio  General  Assembly 

be  urged  to  adopt  Senate  joint  resolution  24,  to  the  end  that  the  unification  or  mei^er 

of  competing  telephone  companies  may  be  furthered. 

Zanesvillb  Ghambsr  of  OoiDiBnc«: 
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City  Council  Chamber, 
Youngstoivn,  Ohio,  Monday,  April  18, 1921 — 7, SO  p.  m. 

City  Council  convened  in  regular  seaaiaa  and  was  called  to  <»der  by  FleMleiit 

Reese. 

On  a  call  of  the  roll  the  following  members  responded  to  their  names: 
Messrs.  Backus,  Booth,  Copeland,  Flannenr,  HoUoway,  ftiyne,  Roberts,  Smith, 
Sticks,  Sullivan,  Welsh,  and  Woodfr— 12.   Absent,  1* 
The  jomaal  oi  the  laat  ivmoa  miaappioved. 

msraULANBOUS  BUSINESS. 

Mr.  Payne  moved  that  COuadl  go  on  record  as  ind<Hnn^  the  rescrfution  to  request 
Congress  to  permit  the  consolidation  of  telephone  companies,  and  that  copies  of  said 
indorsement  be  sent  to  the  State  representatives  and  State  senators.  Gamed. 

Representative  Gkaham.  I  have  here  a  lettw  itom  the  general 
counsel  of  the  Ulinois  Independent  Telephone  people,  which  has  in 
it  the  very  language  used  by  <»ie  of  the  witnesiies.  I  would  Uke  to 
lead  this  into  the  record. 

Senator  Pomskbne.  It  may  be  read  into  the  record. 

(The  letter  so  read  by  Mr*  Graham  id  as  ioitows:) 

Thb  IbsBiBStm  Vaixby  Telsfhdhb  Co.  (Inc.), 

0.  F.  Berry,  General  Manager, 
Central  Office,  Cartilage,  lU.,  Ami  SO,  mi. 

Hon.  VfujutAU  J.  GaAHAM.  M.  C. 

Washington,  D.  C, 

My  Dear  Graham:  I  have  before  me  your  letter  witii  a  paragraph  of  a  bill  that  is 
to  be  intaroduced  by  you  in  relation  to  the  transfer  of  telephone  companies.  !Mr. 
McKinnon  talked  to  me  from  Washii^on  day  before  yest^ay  and  I  wired  you 
y;esterday  as  requested  in  your  letter.  A  number  of  years  ago,  when  there  was  con- 
siderable contest  going  on  in  many  departments  of  the  telephone  service,  a  ruling  was 
made  by  the  Department  of  Justice  that  a  telephone  company  could  not  buy  more 
tel€»>hones  practically  than  it  sold.  It  applied  in  a  large  measure,  of  course,  to  the 
Bell  people.  Some  of  the  independents  became  frightened  for  fear  the  Bell  Co.  would 
own  too  much  telephone  property,  and  this  ruling  was  made  and  adhered  to. 

The  result  of  it  was  that  the  large  companies  that  should  have  been  perfectly  able 
to  take  care  of  themselves  proceeded,  when  they  felt  like  it  and  could  do  so.  \o  get 
permission  to  sell  their  properties,  and  the  companies  of  medium  size,  on  account  of 
the  difficulties  they  met  in  the  Department  of  Justice,  were  inactiadly  unable  to 
make  a  sale.  You  will  agree  with  me  that  an>lhing  that  prevents  an  owner  of  any 
kind  of  property  from  selling  or  disposing  of  that  property  discoimts  the  a  alue  of  the 
property.  There  has  been  a  strong  sentiment  growing  throughout  the  entire  country, 
and  particularly  in  Illinois,  for  a  removal  of  that  restriction  so  that  the  medium-sized 
ctmipanies  could  go  before  the  conunisBion  and  get  pennisBion,  if  they  desired  to  do 
00.  to  sell  their  properties.  In  many  places  yet  in  Illinois  there  is  a  duplication  of 
telephone  companies.  That  should  not  be.  '  One  system  properly  regulated  is  the 
ideal  telephone  system,  and  now  with  regulation,  there  is  no  danger  of  the  pul)lic 
being  in  any  wise  injured.  The  authority  to  sell  telephone  property  is  not  so  much 
to  the  advantc^  of  tlie  large  companies  tiiat  may  be  able  to  buy  as  it  is  to  the  small 
companies,  in  many  instances,  who  are  compelled  to  sell.  The  medium-sized  com- 
panies, for  the  last  year  or  two.  who  have  been  seeking  to  finance  their  property 
have  been  met  with  the  question  as  to  why  they  do  not  sell,  and  the  answer  has  been: 
'*We  can  not,  because  of  the  riilings  of  the  Government.''  That  at  once  depreciates 
the  value  of  that  property  for  borrowing  purpoeeB  ot  any  other,  as  you  can  leadily  see. 

If  the  bill  referred  to  becomes  a  law,  it  will  give  the  large  number  of  medium-sized 
companies  that  desire  to  sell  an  opportimity  to  do  so.  and  not  only  that,  but  it  \^-ill 
assist  them  to  finance  their  company  for  construction  and  other'improvements  far 
easier  than  they  can  do  it  now,  when  it  is  knowTi  that  they  are  practicallv  barred 
from  selling.  If  a  farmer  could  not  sell  his  bam  whenever  he  had  an  opportunity 
to  do  so  and  desired  to  do  so,  it  would  depreciate  the  value  of  that  farm;  so  it  does 
with  the  telephone  companies.  The  ofTicers  of  the  Independent  Telephone  xVssocia- 
tion  of  Illinois,  which  association  represents  more  than  a  thousand  exchanges.  I  think, 
are  practically  a  unit  for  this  measure.  It  was  discussed  at  our  last  State  convention 
and  I  took  the  podtim  as  its  gen^ad  attorney  that  it  should  be  done,  and  there  was 
ao  objectitm  anywhere.  I  would  be  0$d  to  mast  you  or  aosww  any  question  I  can, 
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fppl  that  it  is  necessary,  or  even  helpful,  and  will  write  me  to  that  effactr 
l^lZe  tl{Z  a^cS  tikes  steps  to  «Si8t  in  the  matter  and  send  «me  a«  to 
Washington  to  present  the  matter,  if  neceaeary. 
Wth  vBTjr  tort  widMB,  I  reiaaiii, 

Veiy  truly,  youre,  O.  F.  Bbhby. 

Representative  Graham.  I  understand  Mr.  Hawes  is  in  communi- 
ca^n^  Sie  Chamber  of  Comnmwe  of  St.  Louis.  Has  tiiat  com- 
munication arrived  yet  ? 

R^SJ^Steliv:  If"  such  action  .s  taken  by  the  Chamber 

of  Co^^w  of  St.  Louis  and  is  received  by  Representative  Hawes, 
mav  it  be  afterwards  incorporated  mto  the  record  ? 

Po^^.  It  may  be  ineorporated  in  the  record  when  it 

"^falkere  anyone  else  who  desires  to  be  heard  in  this  raatter  ?  We 
have  heard  from  the  proponents-those  who  favor  the  bill.  Is  there 
^yboT^^^inoppSsiliontoit?   [After  a  pause.]  If  not,  we  wdl 

^^^^e^^o^^tTsH'^^^^^^  m.,  the  commitU.  adiourned.) 


hew 


